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Housing has always been a social problem. The rapid
urban growth and sporadic massive influx of immigrants
from China within the last three and a half decades have
forced the Hong Kong Government to take a more positive
and active role towards the housing problem. After
producing cheap basic quality rental housing for the poor
for more than fifteen years, Governemnt had finally
decided to embark on a flat-for-sale scheme to promote
the concept of home-ownership for the lower middle to
middle income groups in 1978. One of the objectives was
to attain a social stability which is critical to
organized industrial and urban growth.
The purpose of this research paper is to critically
examine and evaluate the Hong Kong Home Ownership Scheme.
The methodology employed in this reasearch paper will be
briefly described in Chapter II. The background of the
housing situation of Hong Kong and the emergence of the
Home Ownership Scheme are recorded in Chapters III and IV
respectively. Findings from interviews and objective
analyses are presented in Chapters V and VI, and the
results of the critical evaluation are reported in
Chapter VII. In the last Chapter, the authors intend to
put forward some recommendations for further improvement
of the Scheme. It is hoped that this research paper
would provide a useful and meaningful basis for further
research and study on this topic.
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Since the beginning of the 20th Century, the
dominant form of housing tenure in most advanced
capitalist societies has been the owner-occupation. It
is now considered by many developed countries to be a
desirable social objective to promote the concept of
home-ownership, and many of these countries have
programmes to support the expansion and continued
expansion of home-ownership in their strategic housing
policies. In recent years, the more advanced territories
in the Far East, such as Malaysia, Singapore and Hong
Kong, have begun to embark on programmes to encourage
home-ownership.
Despite of its seeming popularity, the desirability
of promoting home-ownership is still a subject of debate
by many academic researchers, particularly in recent
years in respect of the sale of council houses in
Britain. Nevertheless, the merits of this form of tenure
can be readily identified. From the results of a number
1
of social surveys, home-ownership has been shown to be a
l
Housing Research Foundation, Home-
ownership in England and-Walses, London: Housing Research
Foundation, 1970 and J.B. Cullingworth and V.A. Karn,
The Ownership and Management of Housing in New Towns:
Report Submitted to M.H.L.G., London: H.M.S.O. 1968.
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much preferred form of tenure on the grounds of security
of tenure, freedom of residential mobility, householder
autonomy and buying of property as a hedge against
inflation. As regards the effect of home-ownership on
the community, it has been observed to encourage
political and social stability, and has desirable
multiplier effects on industries providing mass-
consumption goods. It has also been seen to improve
workers discipline and job stability and as a home-buyer
is usually nearing retirement when the house loan is
finally repaid, it lowers the State's cost of maintaining
1
the retired and unproductive population.
On the other hand, most criticisms on the concept of
home-ownership have been centered around classical
2
socialistic idealisms. Engels argues that home-ownership
by the working class is a form of exploitation by the
bourgeois. Because of home-ownership, workers tend to be
less mobile and have no choice but accept any level of
wages offered to them. Furthermore, it has also been
observed that the high rate of home-ownership is causing
a privatising effect on social behaviour patterns. And
as a result of this, public transport will be less
efficient and the quality and quantity of urban public
amenities such as parks, child-care facilities, etc. will
1 K Bassett and J. Short, Housing and Residential
Structure, London: Routledge Kegan Paul Ltd., 1980, pp.
209 210.




The Hona Kona Home Ownershin Sehpmp
In Hong Kong, although the intention to establish a
government administered home ownership scheme was first
contemplated in 1973 soon after the start of the ten year
expanded public housing programme, it was not implemented
until 1978 as a result of the recommendation of a working
group. In 1977, a Home Ownership Scheme (HOS) was
formally established by Government as part of its public
housing programme. The Scheme was administered by the
Housing Authority, which acted as Government's agent, and
the flats under the Scheme were sold at cost price to
eligible buyers and on a non-profit making basis. The
first phase of the Home Ownership Scheme flats,
comprising of 8,373 units at six different locations were
put up for sale in. February 1978. The demand was
overwhelming with more than 35,800 applications being
received, over-subscribing about 4.5 times. The Scheme
was proved to be a tremendous success. Up to the end of
1985, a total number of 67,587 HOS flats have been sold
2
to eligible buyers.
Since the inception of the Scheme, it has received
much favourable support from the community as a whole.
The then Hong Kong Governor, Sir Murray MacLehose, once
1




described the Home Ownership Scheme as an "unqualified
1
success. However the Scheme is not without criticisms.
Certain interest groups have expressed concerns that
Government's promotion of the Scheme might be at the
expense of public rental housing production. The more
grave complaints come from the private developers
worrying that the Scheme would cause a detrimental effect
on the private sector residential market. Such dissension
became more severe when the HOS flats started to be sold
at nil land value in 1982, and the situation was further
augmented by the frequent relaxations of flat purchaser's
eligibility criteria.' Government is being accused to have
created an unfair competition between the HOS flats and
the private sector flats by heavily subsidizing the
Scheme. The justification of transferring the
community's capital asset, land in this instance, at a
discounted value to a particular group of people is being
queried.
Research Objectives
The main objective of this research paper is to
critically examine and evaluate the Hong Kong Home
Ownership Scheme with particular reference to the
following three areas.
a) Its effects on the private sector residential
market.
b) Its socio-economic impact on the community.
1Governor's address at the opening of Sui Wo Court
on 21 May, 1981.
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C) The success and failure of the Scheme as
measured against its set objectives.
The research will also look at some suggestions for
further improvement to the Scheme. However, the scope of
this research does not intend to cover in detail the
entire Government housing policy nor try to study the
housing problems and the property market of Hong Kong. It
is hoped that this research paper would provide a useful
and meaningful basis for further research and study on
this paper.
Because of the special nature and complexity of this
research topic, it would be necessary to explain the




The research and analyses conducted in this paper
are both qualitative and quantitative. The methods
employed comprise questionnaire/interview type techniques
and research on published data obtained from relevant
sources. Reference has also been made to writings and
critiques on the housing situation in Hong Kong.
The Home Ownership Scheme was introduced in 1978.
During the past eight years, no formal nor in-depth study
had been carried out on this topic. Information is so
scattered that it is very difficult to collect a
significant data base for the expansion of the research
project. This is further complicated by the socio-
economic nature of the topic and the controversy on the
issue of its effects on the private sector residential
market.
In view of all these inherent factors and
difficulties, it is therefore necessary for the authors
to conduct their own survey to gather relevant and
meaningful data for this research. However, because it
would be impossible to carry out a comprehensive survey,
the authors have developed a questionnaire for a series
of in-depth interviews with selected sample subjects. A
copy of the questionnaire is attached at Appendix I.
7
The selected interviewees are managers of privatE
property companies, Chartered Surveyors, independent
consultants, socialist, and government official. They
and their experienced knowledge of the property market
situation and understanding about the Home Ownershir
Scheme have provided invaluable insight into the subjec
matter and its problems. It is hoped that, with the
and their personal judgement, the information and
opinions extracted from these interviews can be construed
into meaningful data for the use of this research
project.
Objective analyses are then carried out to analyse
and verify some of the interesting and controversial
findings of the interviews. The analyses also serve to
supplement and quantify the data base of the project.
Facts and figures are 'obtained from published data of the
Housing Department, Rating and Valuation Department,
Census and Statistics Department, and other Departments
of the Hong Kong Government. Publications and reports
produced by Chartered Surveyors firms, economic research
departments of leading banking and investment
institutions are consulted. Standard reference books on
the topic of housing in Hong Kong are helpful in
explaining the general background of both public and
private housing of Hong Kong. Reports on current
developments found in various articles in the newspapers,
magazines and professionals journals are also amongst the
are all regarded as representations in their own fields,
authors' own working experience in the building industry
8
reference lists.
The findings of the interviews and objective
analyses are presented and interpreted in Chapters V and
VI of this paper respectively. In the next chapter, the
background of the housing market will be first looked at
and, followed by the emergence of the Home Ownership
Scheme in Chapter IV.
9CHAPTER III
OVERVIEW OF HOUSING IN HONG KONG
Housing is a social problem associated with
unbanisation. The situations and problems of housing in a
society cannot be properly understood and studied in
isolation. They are closely related to and are often
affected by the historical demographic and socio-economic
trends and situations of the society. Therefore, before
proceeding to study the Home Ownership Scheme, it would
be useful to look at the background of both public and
private housing of Hong Kong.
Public Housing in Hong Kong
History
Like most other urban cities in the developing
world, the housing problem of Hong Kong has been
associated with the rapid urban growth and massive
population expansion in the post-war years. Two main
fundamental factors stand out clearly in the scene of
housing in Hong Kong. The first is the growing size of
population which was subject to the impact of sporadic
burst of influx of immigrants from China in the past














(Source: Demographic Statistics Section, Census and
Statistics Department.)
It can be seen from the above table that the
population has expanded very rapidly, with increase of
about 1 million people per decade.
The second factor is the scarcity of land. The
total area of Hong Kong is approximately 1,064 square
kilometres, but mainly because of the topography,
habitable land is only 10 percent of the total area,
about 10,400 hectare. The population density in 1985 was
about 520,400 persons per thousand hectare of habitable
land, and was amongst the highest in the world.
In 1936, the population of Hong Kong was about 1
million, and this figure increased to about 1.7 million
by an influx of refugees from China in 1937. The
stortage of flats at that time was estimated to be about
40,000 units. During the Japanese invasion and
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occupation, there was a considerable damage to property.
The housing stock in 1946 comprised about 22,70C
primarily domestic buildings, 93 percent of which were
1
Chinese tenement-type houses. Although the population
dropped to 600,000 by 1945, the number rapidly increased
to 2 million in 1950 as a result of the internal wars in
China and the establishment of the People's Republic of
China in 1949. On the other hand, the stock of housing
had only increased marginally, and the figure stood at
2
about 24,600 domestic buildings by 1950. It is therefore
not difficult to imagine the living conditions of most
families under the acute shortage of housing and the poor
public services available during the immediate post-war
years. As the houses were filled to capacity, people
again overflowed into the streets and erected, virtually
overnight, large squatter. settlements on the urban
periphery, on the roofs of buildings and in sheltered
3
coastal embayments on boats. Apart from the public
health and fire risk posed these settlements, their
locations, mainly on the fringe of the existing urban




Annual Report of the Urban Council 1946-47,Table 10
2
Annual Report of the Urban Council 1950
j
E.G. Pryor, Housing in Hong Kong, 2nd Edition, Hong
Kong: Oxford University press, 1983, p.23
4
J.C. Morris, Administration and Finance of Public
Housing, Housing in Hong Kong- A Multi-disciplinay
Study, Heinemann Educational Books (Asia) Ltd, p.56).
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The housing problem had not received the fullest
attention from the Hong Kong Government. The setting up
of approved and toleratd areas in 1951 in which
squatters could build cottages were measures that could
only scratch the very surface of the problem. Concerns
were mainly come from missionaries and voluntary
organisations, in particular, the Hong Kong Housing
Society of 1951 and the Hong Kong Settlers' Housing
Corporation of 1952. But all these effords still proved
to be insufficient. Later arrivals from China continued
to build shanty-towns of squatter huts which soon spread
up the hillsides on both sides of Hong Kong's harbour.
It was until a catastrophe which broke out in 1953 that
forced Government to take a more positive involvement in
the public housing programme.
On the Christmas Eve of 1953, a disastrous fire
broke out in a squatter settlement at Shek Kip Mei in
Kowloon and made 53,000 people homeless. Two major
legislations were passed as a consequence. The first one
was the Resettlement Ordinance 1954 which created the
Resettlement Department, and together with its
counterpart in the Urban Council, it was charged with the
responsibility for the control, clearance, resettlement
of squatters and the management of Resettlement Estates.
The second one was the Housing Ordinance 1954 which
established a Housing Authority to provide housing for
low income families which were living in overcrowded'
conditions in private accommodations. And in 1964, 10
years after these two legislations were enacted, a
13
Housing Board was formed to advise Government on all
housing policy and keep under review the implementation
of the policy, to ensure the most effective use of
resources. By 1972, there were about 1.4 million people
living in the Resettlement and Low Cost Housing Estates
and about 220,000 people in the Housing Authority
Estates.
However, both the organisation and direction of the
housing programme had received some misgivings. K.
1
Hopkins in 1971 wrote that'..... the chief housing
problem has been the failur of Government to see housing
as a whole. It may be time to consider the
creation of a single Department of Housing, responsible
for all aspects of housing, both private and public in
Hong Kong....'. The basic problem was that no single
organisation was charged with overall responsibility for
housing policy and fQr the implementation of the housing
programme. The existence of two management bodies, the
Resettlement Department and the Housing Authority, had
caused great confusion in the minds of the public.
Moreover, the pressure from the flood of immigrants from
China, which had soared the population figure to over 4
million by 1971, had caused Government to review its
housing policy in 1972.
1
K.Hopkins, Housing the Poor" in Hong Kong, the
Industrial Colony, Oxford University Press, 1971.
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The New Housing Authority
In October 1972, the government announced an
expanded housing programme with a target of providing 1.8
million people with permanent self-contained homes with
good amenities and in reasonable environment in the next
10 years. As part of this housing drive, the three main
bodies supplying or managing public housing at that time
were consolidated into one single body. A new Housing
Authority, and a new Housing Department- the Authority's
executive arm- was created to plan, administer,
construct and manage all public housing in Hong Kong.
The new Housing Authority was established under the
Housing Ordinance 1973 to provide a reasonable standard
of accommodation for lower income families as a social
objective. It's main functions are:-
a) to advise the Governor on all matters of public
housing policy
b) to plan and build housing estates for classes
of people determined by the Authority with the
approval of the Governor
C) to manage public housing estates throughout
Hong Kong
d) to clear land for development and to control
squatting
e) to construct temporary housing areas and
transits centres, schools. and community
facilities on estates
to construct and manage flatted factories,f)
15
which provide small factory units for clearees
operating industrial undertakings.
The organisation chart of the Housing Authority is
shown at Appendix II.
The target of the expanded public housing programme
announced in 1972 was however not met. During the ten
years from 1973 to 1983, a total number of 220,527 units
1
were built, housing some 1 million people. The
programme has now become an on-going programme. The
housing stock as at 31,December, 1985 stood at 532,647
units, accommodating a population of some 2.1 million,
representing about 4.0 percent of the total population.
The Housing Authority at present spends about HK$2.4 to
2
2.8 billion each year on its construction oroiects.
Public Housing Policy
There are basically two distinct sets of housing
policies. The first comprises policies towards housing
which primarily involve what might be termed as
3
macrolevel decisions. At the most general level of this
decision-making process is the broad political philosophy
which governs development priorities as a whole. This
type of macrolevel decisions will not only influence
broad areas of construction investment, but also has
1




David Drakakis-Smith, High Society, Housing Provisi-
on in Metroplitan Hong Kong 1954-1979, a Jubilee Critique
University of Hong Kong, 1979.
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direct reprecussion on the role of the state vis-a-vis
that of the public sector and so determines the general
proportion of housing resources to the low income groups.
The second set comprises policies for housing and
can be referred to as micropolicies. The most important
elements of these micropolicies are the formulation of
policy objectives and the creation of strategies to
achieve the objectives. This type of housing policies at
microlevel is most commonly found in the developing
countries. And since attention is being concentrated
mostly on the methodology of achieving the objectives,
this approach has been criticized as regarding housing
improvement as an end in itself rather than as a means to
1
realizing the broader goal of alleviating poverty.
The earliest public housing policies of Hong Kong
were in principle microlevel policies and were
comparatively short-sighted. Before 1954, Government's
attitude towards housing problem was mainly
indifferent, or more often dignified by the term
"laissez-faire", in the hope that somehow things would
change. Although this had changed since 1954 when
Government decided to assume a more positive role, its
attitude was still reactionary, and its policies were
mostly remedial measures trying to solve one or other of
the symptons of the housing problem, such as squatting,
1 David Ward, The Victonian Slum: an enduring myth?,
Annals of the Association of American Geographers, Vol.
66, 323-336.
17
multiple occupancy, high rents, etc., rather than the
causes.
A more broader housing policy was formulated in 1972
when the Executive Council endorsed a ten-year expanded
programme for public housing. The new Housing Authority
was responsible to determine the macropolicies towards
housing, whereas its executive arm, the Housing
Department, had the responsibility for translating
general objectives and fiscal allocations into specific
programmes through micropolicies for housing. The
housing objectives and standards set to be achieved in a
long-term perspective were:
a) to eliminate all squatters and licenced areas
b) to allow for the redevelopment of cottage
areas
c) to provide a self-contained dwelling for all
those households sharing accommodation in
private tenements
d) to relieve overcrowding in existing Government
housing, including redevelopment and renovation
of estates where some such form of renewal was
essential
e) to provide housing for those people who had to
be rehoused as a consequence of other
Government schemes and policies.
Because of the scarcity of housing resources,
stringent eligibility criteria have been devised to
scrutinize those families applying for the heavily
subsidized public housing. These criteria are reviewed
18
from time to time as a result of changing circumstances.
Looking forward into the future, it is anticipated
that Government would take a more flexible approach and
innovative response towards the housing problem.
Economic and political considerations will continue to
dominate Government's macropolicies on housing
investment. At microlevel, the current housing
objectives will still be maintained since most of these
cannot be achieved before some years. The two objectives
that are expected to receive more attention will be (a)
to provide better living environment and (b) to fulfill
the long term housing expectation of the community. As
regards the implementation of the housing policy, the
current public housing eligibility and allocation
criteria can be expected to continue to operate in the
coming decade. However, as.the real growth of household
income is being forecasted to be 3 to 5 percent per annum
in the future, the income limits for eligible families
can be assumed to grow as well as the space standard in
the allocation of public rental housing.
The Private Sector Residential Market Before 1978
During the immediate post-war years, the job of
providing new housing was left entirely to the private
enterprise, and the result was totally unsatisfactory as
the resources available at that time were far unequal to
the task. Property development was. controlled by the
1935 Building Ordinance, which limited most residential
structures to five storeys. This unsatisfactory
19
situation remained until 1955 when Government realised
that stimulus had to be given to the greater
participation by private enterprise in the field of
housing. The Building ordinance was radically changed to
simplify expansive legal procedures involved in
redevelopment and much higher intensity of land use was
permitted. As a result, there was a surge in the
residential development which reached a peak in 1959.
Figure 1 shows the private sector construction from 1958
to 1977.
Most of the private development during this period
was on a small scale, and a large proportion of the new
residential units was comprised of tenement floors or
small flats. The industry was very labour intensive.
And as a result of higher land use intensity, area
densities soared rapidly. It was reported by the 1961
Census that the population density for Sheung Wan and Wan
Chai went as high as 238,000 and 209,000 persons per
square kilometre respectively. This increased population
density had put a severe strain on the existing
transport services and community facilities in the inner
city areas, resulting in massive congestion of all types.
In response to this, Government modified the
building regulations in 1962 to lower densities, however
the new measures were to become effective four years
later in 1966. The result was a frantic four year
building boom as developers sought to take advantage of
the existing legislation. Multi-storey buildings of ten
to twenty storeys became the dominant feature of the
hGUHE 1
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city. The effects of this building boom were that many
of the new buildings had been poorly built in the haste
to recoup quick profits and the popular tenement floor
was beginning to be supplanted by the flat as the
principal leasing unit, although subdivision into
cubicles for sub-letting was commonly found within the
flat. By 1966, there were about 18,000 vacant domestic
units in the private sector as a result of over-supply.
In 1966, the private sector property market which
was already being severely hit by the banking crisis in
1965 and the full enforcement of the amended building
regulations, received a further blow by the riots of
1966-1967. Private property development activities
dropped rapidly and between 1966 to 1970, annual total
domestic units completed by the private sector decreased
by more than 70 percent, reducing its contribution to the
net gain in domestic units from 50 to 20 percent.
Accompanied this wawa gradual but important change in
the configuration of private sector housing: self-
contained flats became much more important although their
average monthly rent was well beyond the affordability of
most people. Figure 2 shows the types of private sector
housing construction from 1965 to 1977.
Economic confidence returned soon after the
disturbances of 1967, and the building industry began to
pick up in 1970. However, the shortfall in the overall
housing supply continued to aggravate.. As a result of
this, and coupled with the rising cost of land, rents
were spiralling rapidly upwards. Hardest hit by this
FIGURE 2
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sustained rent spiral were local middle income households
which had their income in excess of the income limits for
public housing eligibility. Although rent controls were
subsequently introduced in 1970, it did not ease the
overall situation for middle income groups, particularly
those seeking new homes, because about two-thirds of the
new units constructed were sold to owner-occupiers, and
there was no control in the open market flat selling
prices. Given these circumstances and the high mortgage
charges prevailing at the time, the middle income groups
were seriously frustrated as on the one hand they were
not eligible for public housing, and on the other, both
rent and price levels of the private sector flats were
beyond their affordability. This situation suggested
that there existed a considerable potential for moderate-
cost accommodation in the new industrial areas and new
towns. However, the private sector showed little
interest and reacted'ivery slowly in meeting this demand,
and the middle income groups themselves were unwilling to
move into new private units if it meant large increase in
their overall expenditure. The condition did not improve
until 1978 when Government introduced the Home Ownership
Scheme.
As regards to the low income groups, their situation
had been even worse. They had been initially neglected
by the private sector whilst alternative government
accommodation was still woefully short of demand. The
downward pressure from the middle income groups, whose
search for reasonably priced accommodation forced up the
24
cost of small flats, rooms and smaller subdivisions, had
made life more difficult for the urban poor living in
large tenement areas. Such circumstance had forced
Government to review its public housing policy and an
expanded housing programme was finally announced in 1972.
The situation of private sector residential market
after 1978 will be looked at in Chapter VI where the




THE EMERGENCE OF THE HONG KONG HOME OWNERSHIP SCHEME
During the period from early 1950's to early 1970's,
Government appeared to believe that there were only twc
main approaches to the housing problem in Hong Kong. The
first was to provide subsidized cheap rental housing fox
the poor the second was to let profit orientated
developers and landlords to build expensive housing for
the remainder of the population. Government seemed to
overlook the increasing affluence of the society which
had gradually fueled the growing aspirations for home-
ownership.
Trend Towards Home-ownership
Aspiration for home-ownership is associated with
income growth. Using 1964 as a base year, the overall
index of average daily wages for industrial workers rose
by 160 percent by 1974, while the general consumer price
index rose by only 84 percent for the same period. The
actual household income had also improved the proportion
of households with an income of less than HK$400 per
month had decreased from 45.1 percent in 1966 to 15.3
oercernt in 1971 and at the same time the proportion of
26
households with income between HK$800-1990 had increased
1
from 9.7 percent to 32.9 percent.
The seventies saw another rapid development of the
Hong Kong economy. The Gross Domestic Product (G.D.P.)
in real terms increased by 6.6 percent and 12.3 percent
per annum during 1970-1975 and 1975-1980 respectively.
The corresponding per capita G.D.P. growth rates were 4.4
percent and 9.3 percent. The median household income in
real terms grew between the last two censuses were:-
TABLE 2
THE MEDIAN HOUSEHOLD INCOME REAL GROWTH RATE
BETWEEN 1971-1981
Real Growth Rate per Year
1971-1976 1976-1981
Public Rental Sectoz 5.4% 6.2%
Private Permanent 3.8% 5.7%
Overall 4.4% 6.0%
Sources: 1971 and 1981 Censuses and 1976 By-Census.
Census Statistics Department
Accompanied with the income growth was a discernible
tendency towards small households. The following is a
table showing the average household size for the period:-
1
Census Statistics Department,Hong Kong Statistics
1947-1975
27TABLE 3
AVERAGE HOUSEHOLD SIZE BETWEEN 1971-1981




Sources: Census Statistics Department
1971 and 1981 Censuses and 1976 By-Census
As a result of this, and the massive immigration and
demographic movement, the formation of new households had
also accelerated:-
TABLE 4
NEW HOUSEHOLDS FORMED BETWEEN 1971-1981
Total Net Number of
New Households Formed Average per year
1971-1976 142,400 28,480
1976-1981 245,400 49,080
Sources: Census Statistics Department, 1971 and 1981
Censuses and 1976 By-Census.
All of these had meant a larger demand for housing
units, in particular owner-occupation. Income growth in
a cumulative way improved the affordability of households
for better housing and hence created demand. Increase in
household number further augmented the situation. This




OWNER OCCUPATION IN PRIVATE PERMANENT HOUSING
BETWEEN 1971-1981
% of Owner-Occupier Householc
in Private Permanent Housing




Sources: Census Statistics Department,
1971 and 1981 Censuses, 1976 By-Census.
The trend is confirmed.by the data from the Rating
and Valuation Department about the end-use of new flats:-
TABLE 6
END-USE OF NEW FLATS BETWEEN 1971-1981




It was therefore apparent in mid-1970 that there
existed a considerable potential demand for moderate-
priced accommodation for sale, particularly from the
middle-income class, represented partly by those renting
unsatisfactory private housing whose income were too high
for eligibility for subsidized rental housing but too low
to enable them to own decent private accommodation, and
partly represented by those better-off public housing
tenants who could afford to own their homes but were
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reluctant to surrender their highly subsidized public
housing units. As mentioned in the previous chapter, the
private sector however showed little interest in meeting
this demand. The obvious alternative was therefore for
Government to provide suitable accommodation to satisfy
the market opportunities.
The Establishment of The Home Ownership Scheme
The intention to introduce a government home-
ownership scheme was first contemplated in 1973, one year
after the announcement of the ten-year expanded public
housing programme, but it was not implemented until 1978.
During this period, there had been considerable degree of
confusion and hesitation on the part of Government as to
the feasibility of the plan and the form that it should
take. Until early 1976, the intention was to sell flats
under the scheme only to those better-off families
already living in subsidized rental public housing with
the objective that they would vacate their flats to make
way for more needy families. However, Government was
forced to rethink the viability of such a scheme with
existing public housing tenants as the sole target group,
by the poor take-up rate of an experimental flats-for-
sale scheme undertaken by the Hong Kong Housing Society
1
in 1976. Government's hesitation is understandable as
I
In March 1976, 198 flats in Mei Sun Lau, Des Voeux
Road West, were put up for sale-at 8.0 percent of the
market value by the Hong Kong Housing Society to tenants
affected by the Urban Improvement Scheme and to existing
tenants of Housing Society Estates, only 70 units had
been sold.
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the rents paid by public housing tenants were
substantially below market levels. Unless the flats were
offered for sale at very attractive prices, the tenants
would be unwilling to surrender their existing tenancies.
In July 1976, a Working Party was appointed by the
Governor to investigate the feasibility of a government
home ownership scheme to produce flats for sale to lower
middle income group families. The setting up of this
Working Party came as a result of the Financial
Secretary's Budget Speech of 1976, which specifically
drew attention to the shortfall in the provision of
public housing for the next ten years. The reasons for
this shortfall were because of the massive immigration
from China and also due to Government's lack of thought
as to how the private sector could be induced to make its
contribution to the overall housing requirements by
constructing more moderately priced homes to complement
the ten year expanded'public housing programme.
The Working Party was under the chairmanship of the
Financial Secretary, and it was given the task of working
out a practical scheme not only for public housing
tenants but also for person immediately above the income
limits for eligibity for public rental housing. This
change of policy which was announced by the Governor in
the opening session of the Legislative Council on 6
October 1976 was that while the original intention was to
sell home ownership scheme flats only to person already
in public rental housing estates so that the rented
accommodation they vacated would be available for others
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in greater need, the promotion of home-ownership was
such a desirable social objective in its own right, that
1
the scheme needed broadening.
A survey was conducted by the Working Party which
indicated that a strong desire for home-ownership
persisted amongst lower middle income households, which
could not afford to buy flats from the open market at
prevailing price level and mortgage rate. These
households were also frustrated in getting into public
rental housing even if they were eligible because of the
long waiting time.
The Working Party reported in mid-1977 and
recommended to Government to provide a scheme of flats-
for-sale and loan finance on terms better than those
offered on the open market. In 1977, the Home Ownership
Scheme (HOS) was formally established as part of
Government's public housing programme. The Housing
Authority was invited to.administer the Scheme, and was
given the responsibility for designing, building and
selling the flats to eligible buyers at cost price and on
a non-profit making basis. Any commercial facilities on
sites, including shops, car parks and community
facilities were to be retained by the Housing Authority
for rental purposes. The target production was set at to
2
be 5,000 flats per annum over a period of nine years.
1
Hong Kong Standard, 7, October,76
2
Hong Kong Government, Hong Kong 1979, Hong Kong:
Hong Kong Government Printer, 1979, p.93.
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The 1976 Working Party, in making its recommendation
also saw a need to involve private sector developers. In
1977, an experimental joint venture scheme- the Private
Sector Participation Scheme (PSPS)- was launched as a
supplement to the Home Ownership Scheme, under which
Government invited real estate developers to produce
similar flats for sale, at fixed price, to applicants
processed by the Housing Authority. The objective of
this scheme was to involve private sector developers to
make a contribution to the public housing programme. The
experimental scheme was a success, and in 1980, the
decision was taken to expand the Private Sector
Participation Scheme to provide for 5,000 flats per
annum, making the total number of flats produced under
the Home Ownership Scheme to be 10,000 units per annum.
Objectives of HOS
The main objectives of the Home Ownershsip Scheme
are, firstly to encourage better-off rental estate
tenants to purchase their own flats so that their heavily
subsidized accommodation can be re-allocated to families
in greater need and, secondly, to assist families in the
private sector with limited incomes to become home-
1
owners.
It is also hoped that if the above two main
objectives could be achieved, the following would also be
accomblished:-




To achieve a greater social stability. This is
needed' for organised industrial and urban
growth.
2) To be self-financed on a non-profit making
basis, and in no way detrimental to the private
sector residential market.
3) To create an increased stock of housing. This
can be achieved by the quick recovery and re-
cycling of the financial resources which
Government invested in the Home Ownership
Scheme.
4) Although the Housing Ordinance requires that
the policy of the Housing Authority shall be
directed to ensuring that the revenues accruing
to it from its rental estates shall be
sufficient to meets its recurrent expenditure
on its estates, this has never been met and
Government is required to continously subsidize
this expenditure. Since the Home Ownership
Scheme is an 'one-off subsidy (as from Phase
IIIB onwards), it has the effect of reducing
Government's assistance in meeting the
recurrent expenditure of public housing in the
long run.
5) To satisfy a growing need for home-ownership of
the community.
6) To fill the vacuum in the housing market by
providing moderate cost accommodation to the
lower income groups which the private sector is
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unwilling or unable to supply. (See Figure 3)
7) Under the Private Sector Participation Scheme,
the private developers sector can contribute
by participating in the public housing
programme for lower income groups. it is
further hoped that this involvement will ease
the concern of the private developers about the
effect of the Scheme on the building industry.
Mechanism and Implementation Policy
The Home Ownership Scheme takes two forms, namely,
the Housing Authority Home Ownership Scheme (HAHOS) and
the Private Sector Participation Scheme (PSPS). Under
the HAHOS, the Housing Authority is responsible to plan,
design, build, sell and manage flats upon completion.
The commercial space, including shops, carparks, etc.,
however, is retained by the Housing Authority for rental
purposes. Under the PSPS, which has been said earlier is
a supplementary scheme to the HAHOS, Government invites
private developers to tender for sites on which they are
required to build flats conforming to certain
specifications, such as flat sizes and standards. The
PSPS flats are sold at prices approved by Government to
families nominated by the Housing Authority. These
families have to satisfy the same eligibility criteria as
those for the HAHOS. The progress and standards of
development of PSPS projects are monitored by the Housing
1
Authority.


















lndudes rerh control, restndions over resales and lenanaes
Ssource;E.G.Pryor, Housing In Hong Kong
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AdMinstration
The Home Ownership Scheme is administered by the
Estate Management Branch of the Housing Department. The
organization chart is attached at Appendix III. The
Construction Branch of the Department is responsible for
the design and construction of HAHOS while the
Administration Branch provides expertise on accounting
and publicity.
Home Ownership Fund
To finance the construction of these flats, a
revolving fund- the Home Ownership Fund- was
established by resolution of the Legislative Council on E
1
January, 1977. Transfers were to be made from the
General Revenue into the Fund to meet the total building
and site formation costs, land premium at full market
value (this element was eliminated as from Phase IIIB)
and to reimburse the Housing Authority for its
overheads. The sale prices of the flats were to be set
to recover these costs plus an element for interest of 5
percent per annum representing Government's opportunity
cost of the monies involved. There was a provision in
the Resolution enabling the Financial Secretary to
transfer any surplus in the Home Ownership Fund back into
General Revenue. It is hoped that by means of this
device, the financial resources invested in the
1
Hong Kong Housing Authority Annual Report 1976/1977
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production programme could be recovered speedily, and re-
cycled to create an increasing stock of housing.
Target Group
There are two target groups for the Scheme. The
first is the public housing tenants who are prepared to
surrender their tenancies upon acquiring a flat under the
Scheme. Because this type of applicants use a green
coloured application form, they are commonly known as
Green Form Applicants. A copy of Green Form for Phase
VIIIA is attached at Appendix IV.
Initially, the- Green Form Applicants comprised
mainly of tenants living in public rental housing, but in
1984, the Executive Council approved its extension as
from Phase VIIA to include the following categories of
prospective public housing tenants:-
a) Waiting List (public rental housing)
applicants,o
b) Temporary housing and cottage area residents
C) Clearees and disastor victims and
d) Junior civil servants whose salaries do not
exceed Master Pay Scale Point 25 at the time of
investigation.
The Green Form Applicants have only very lenient
1
eligibility criteria, which include:
a) The household must consist of at least two
persons
1
Hong Kong Housing Authority, Guide to the Home
Ownership Scheme Phase VIIIA.
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b) For applicants on the Waiting List or junior
civil servants, either himself or any other
member of the household must not possess
domestic property
C) The applicant and one other member of the
household must have lived in Hong Kong for at
least seven years
d) The applicant must be at least 21 years old.
This type of applicants is not subject to any income
limits and is allowed to own other domestic properties
(except those on Waiting List and junior civil servants).
The second target group comprises households from
the private sector. They are normally known as White
Form Applicants because the form they use when making
application to purchase HOS flats is of white colour. A
copy of Phase VIIIA White Form is attached at Appendix V.
Unlike the Green Form Applicants, this type of
applicants are subject to more stringent eligibility
1
criteria as follows:
a) The Household must consist of at least two
persons
b) The total household income must not exceed
$7,500 per month
c) The applicant must be at least 21 years old
d) The applicant, or any member of the household,
must not possess domestic property
1
Hong Kong Housing Authority, Guide to the Home Ownership
Scheme, Phase VIII A.
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e) The applicant and one other member of the
household must have lived in Hong Kong for at
least seven years.
The eligibility criteria for White Form Applicants
have been relaxed by a series of reviews in the past as a
result of changing circumstances. The following is a
table showing the changes in the income limit:-
TABLE 7
INCOME LIMITS OF WHITE FORM APPLICANTS







In early 1986, the Executive Council approved an
increase in the Income Limit to HK$8,500, with effect
from Phase VIIIB scheduled in mid-1986.
The size of household has also been reduced from
three persons to the present two person in mid-1984 as
from Phase VIB. This has effectively expanded the number
of potential purchases within this target group.
Allocation Policy
The present allocation ratio of flats under the
Scheme between Green Form and White Form Applicants is
50:50. In the event of over-subscription, ballots will-
be separately drawn for the two groups of applicants to
determine priority. However, at flat selection stage,
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the Green Form Applicants has the priority over the White
Form Applicants, and the ratio is 3:1, i.e., upon
successful application, three Green Form Applicants will
be invited to choose their flats before one White Form
Applicant is being invited.
Although there had been some projects in the past
which were reserved primarily to Green Form Applicants as
an incentive to encourage their take-up rate, such as the
Trident Blocks at Ching Shing Court, Ching Yi Island,
(Phase VIIA), the overall allocation ratio of 50:50 is
anticipated to remain in operation in the foreseeable
future.
Pricing Policy
Prior to Phase IIIB which was sold in early 1982,
the flat sale prices under the Scheme were determined on
1
the following basis:
a) Expenditure' on that part of the land premium
y
and on building costs properly attributable to
the flats
b) Expenditure on Housing Authority charges
c) Other recurrent expenditure including fees for
consultants commissioned by the Housing
Department
d) An element of interest on drawing from the Home
Ownership Fund to meet the foregoing items of
expediture, so as to reflect the opportunity
cost to the community of directing part of the
1
Hong Kong Government, Hong Kong 1980
41
community's resources towards promoting home-
ownership.
The flat prices set by this pricing formula were at
cost basis and were therefore not subsidized by
Government and the price levels were generally 20 percent
to 30 percent below the market value as no profit margin
had been built into the prices.
However, subsequent to Phase I, the cost of HAHOS
flats increased at a much faster rate than the general
rise in wages. Despite the constant revision of the
income limits, from $3,500 in 1978 to $6,500 in 1981, by
early 1981, the escalating land and construction costs,
had caused HAHOS flat prices to rise to the extent that
they had become affordable only by families at the top of
the income level of the target group. In Phase I, the
average monthly repayment was about 32 percent of the
income limit of $3,500., however, this was increased to
1
about 51 percent of the income limit of $6,500 in 1981.
Public housing applicants, who were not subject to the
income limits, were less affected but those families at
the lower end of the target group had virturally no way
of affording the mortgage repayment and, to a lesser
extent, the initial deposit.
The increase in the flat cost was attributed to the
following reasons:-
1
Based on the average flat selling price of the Phase
I and Phase ILIA, $123,866 and $249,432. respectively, and
on a down payment of 10 percent at a repayment period of
15 years, and at prevailing mortgage rate of 9 percent
and 16.2 percent per annum respectively of the two
phases.
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a) The high land value that the Housing Authority
had to pay to Government. The average land
price paid by the Housing Authority in 1978 was
$1,000 per metre square of residential
accommodation to be built, but in early 1981,
the average price on a full market value basis,
had risen to $3,000 per metre square.
b) The average construction costs, including
overheads, had more than doubled from $1,100
per square metre to $2,225 per square metre
over that period.
C) The mortgage rate applicable to borrowers under
the Scheme had risen from 9 percent in 1978 to
16.2 percent in early 1981, although this still
represented a discount of some 10 percent from
the open market mortgage interest rate.
In 1980, in an effort to keep the prices within the
affordability of the target group, the Housing Authority
adopted a new design of domestic block, which had an
average size of 40 square metres net area compared with
the average of 45 square metres in Phase I. However,
this was not enough. In October 1981, Government finally
announced the adoption of a revised pricing policy for
HAHOS flats. The new formula, with effect from Phase IIIB




Hong Kong Housing Authority Annual Report 1981/1982
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a) Expenditure on the actual building costs of the
flats
b) An amount, calculated at the time of sale, that
would bring (a) to a level at which the Housing
Authority could build a similar flat, and thus
continue its programme, i.e. replacement cost
C) Expenditure on Housing Authority charges,
including fees where consultants are
commissioned by the Housing Department
d' A percentage addition to items (a), (b) and (c)
above, to cover the cost of land formation,
provision of services, contingencies, etc.
Variations are also made to prices of flats in
different projects and within projects to reflect their
relative locational attractiveness.
In was considered that under this new pricing
formula, the flat prices would not be subject to the
vagaries of open market land price which had had a
distorting effect on the affordability of the flats in
the past. Flat prices calculated on the new formula were
expected to be well below the open market value, and
there was now an element of subsidy in the price equal to
the difference between the cost of the land built into
the flat selling prices and the price that Government
would otherwise have obtained if the site had been sold
to the highest bidder by auction to private developers.
The average flat selling price of recent sales exercises
was generally about 25 percent below the open market
value.
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After the adoption of the new pricing policy for the
HAHOS, the formula used for fixing the PSPS flat prices
stipulated in the tender document was also amended to
keep it in line with that of the HAHOS.
Resale Restrictions
In order to prevent purchaser from making a quick
profit by selling the HAHOS flats within a short period
of time, thus defeating the original intention of the
Scheme, a resale restriction was imposed which
effectively limited the resale of an HAHOS flat in the
first five years only back to the Housing Authority, at
1
the price originally paid by the purchaser. Thereafter,
he was free to sell it on the open market at whatever
price he could get.
After the adoption of the new pricing formula in
1982, more stringent resale restrictions have been
2
imposed as follows:
a During the first five years period, resale only
to the Housing Authority or its nominee at the
original selling price
b) During the second five years period, resale
only to the Authority or its nominee at a price
related to that of other such flats being
offered for sale at that time
Hong Kong Housing Authority, Guide to the Home
Ownership Scheme March 1981




After ten years of occupation, resale either as
in (b)*, or on the open market if the resale
restriction has previously been cleared by the
payment of a premium to Government, based on
the value of the proportion of the original
unrestricted flat value not paid by the
purchaser.
Mortgage Arrangements
Under the Scheme, the flat purchasers will be able
to obtain favourable mortgage terms from private
financial institutions which have participated in the
financing arrangement that year. The mortgage loan is up
to 90 percent of the flat sale price with a maximum
repayment period of 15 years. In view of the concession
provided by the participating financial institutions,
Government gives a guarantee to repay the institutions
with the outstanding 1Foan.and interest in case mortgagors
default in repayment. For Phases I to IIIA, this
guarantee amounted to one-third of the outstanding loan
and interest, and from Phase IIIB onwards, Government has
extended its guarantee to 100 percent.
In Phase I, the mortgage rate was fixed based on a
formula combining best lending rate and the open market
mortgage rate, the rate to be reviewed every five years
but subject to a minimum of 7.5 percent per annum and a
maximum of 9 percent per annum. For phase IIA to IIIA,
the rate offered was 90 percent of the open market
mortgage rate. The formula was further revised as from
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Phase IIIB to the lower of half percent above the best
lending rate or half percent below the open market
mortgage rate. Unlike open market mortgage rate which is
subject to fluctuation, the HOS mortgage rate is fixed
for a certain period before review. The current period
for review is three months, and the HOS mortgage rate as
at 6 March, 1986 was 7.5 percent per annum. Detailed
mortgage rate movement is shown in Chapter VI of this
research paper.
From 1986 onwards, as an incentive to Green Form
Applicants, Government has made arrangement with the
participating financial institutions to offer mortgage
loan up to 95 percent of the flat sale price at a maximum
repayment period of 20 years. Moreover, as a result of
keen competition amongst the participating financial
institutions, lower mortgage rates than that as
calculated by the formula are being offered to borrowers.
Production and Sales
Details of the Home Ownership Scheme flats sold in
previous phases are shown at Appendix VI. Up to Phase
VIIIA by early 1986, a total number of 69,827 units have
been sold. The total proceeds from Phase I to Phase VIIC
1
amount to more than $11.8 billion.
The production forecast for the year 1986/1987 is
6,800 HAHOS and 3,600 PSPS flats, and 7,600 HAHOS plus
2.






From the in-depth interviews with the private
developers, independent professisonals, socialist and
government official, many valuable views, opinions and
suggestions have been collected. The findings are
tabulated against each main issue of the discussion so
that quick comparison of the opinions from different
groups of interviewees can be drawn and a balanced view
of the subject can be obtained. The views are recorded
in their entirety, and although this might seem
repetitive, the authors hope that by doing so, a
comprehensive picture can be seen more readily. It must
however be noted that 'because of the different background
and interest of each interviewee, some issues do not have
the views from all the interviewees.
Effect of HOS on the Private Secter Residential Market
Effect on Sales
Views of Private Developers
1) HOS has a definite and significant adverse effect on
the sales of private flats of similar type with size
ranging from 40 to 60 metre square. Developers felt
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that HOS had created a threat to their small flat
market. They further made a remark that their flat
sales offices would experience a 'quiet' period
whenever the government announced a HOS flat sales
exercise. The reason is simply because prospective
home purchasers in private sector will give first
priority to HOS flats.
2) The degree of this adverse impact has increased
when Government recently further relaxed the
eligibility criteria of the 'White Form' Applicants.
This will no doubt further intensify the overlapping
of target groups of HOS units and comparable private
flats. Developers felt that the target groups for
the two types of housing had now become almost the
same. Some developers even suggested that the
average household income of HOS flat owners was
higher than that of private flat owners.
Developers further made an interesting remark that
sales were particularly good for flats within the
neighbourhood of public housing estates because
quite a large proportion of buyers were in fact
public housing tenants. They claimed that this
further illustrated.the overlapping of target groups
of HOS and private flats since public housing
tenants were a major target group of the HOS (under
the current policy, 50 percent of HOS flats are
allocated to 'Green Form' Applicants)
Because of this overlapping of target market
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segments and the price advantage of HOS flats,
developers strongly felt that the HOS had taken away
from them a large segment of the market for flats
under 60 metre square.
3) Developers complained that the HOS had created an
'unfair' competition which they were unable to
compete with because of the 'unequal' bases of
pricing policy. Developers also complained that
Government had been allocating better locations to
HOS developments. Based upon the present pricing
formula, HOS flats are being sold at approximate 25
percent to 30 -percent below the current market
value. In addition to this price advantage,
Government also offers favourable mortgage terms to
the HOS purchasers.
Under these circumstances, developers are avoiding
direct competition with the HOS and sometimes even
forced to give up the.complete market segment in
certain locations.
4) However, the degree of effect varies with the
following conditions:
a) Location
HOS will affect more seriously on comparable
private flats in the New Territories or remote
areas. Tai Po was quoted by a private
developer as a typical example. HOS has
relatively smaller effect on private flats in
urban areas.
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b) Production level of HOS flats
The larger the quantity of supply, the greater
the 'detrimental' impact will be resulted.
Developers felt that the annual target
production of 10,000 units of HOS flats (5,000
HAHOS units and 5,000 PSPS units) was too high
since it represented approximately one-third
of the total supply of the private sector.
However, they have no choice but to accept this
situation. Some developers suggested that the
quantity should be winded down to a level below
5,000 units per annum.
Market Climate(c)
HOS will bring a much serious impact on the
private sector during market recession period.
As the purchasing power of people is weaker
under a recessed economy, developers will have
to gear more towards the smaller size flat
market to suit the affordability of market
demand This results in a more direct
competition between the HOS and private
developments for the low and lower-middle
income prospective home purchasers. This was
what actually had happened in 1982-1984.
Conversely, HOS would have a much milder impact
under booming market conditions when purchasing
power is high and market demand is strong.
More people can afford and are willing to pay
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more for private flats which have a wider
choice of designs and locations.
Views of Independent Prnfegminnnlc
1) The effect of HOS on private sector residential
market has changed over time. Before 1982, HOS did
not have an apparent effect on the private market
since the target groups were different. During that
period, developers were mainly targeted on higher
income groups since flat prices and interest rates
were so high that could only be afforded by the
higher income groups.
However, since 1982, the effect of HOS on private
market became increasingly significant due to the
following changes in circumstances:-
a) Production level of HOS
The quantity of supply of HOS has increased
substantially since 1982 and the supply of HOS
in 1983 to 1985 was above 10,000 units per
annum. This has a serious impact on the private
sector especially when the property market was
experiencing a recession during this period.
b) Changes in Economic Factors
i) The interest rate has dropped
substantially from a high level from 1982
to the presently low level. This has
greatly reduced the.amount of the
mortgage installment payable.
ii) The price of private flats has dropped to
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a much lower level.
iii) The target groups of private developers
has shifted downwards from the top-tier
of the income pyramid to the middle and
lower income groups as private developers
adjusted their product strategy to suit
the market need under recessed market
conditions.
As a result, the target segments of the
private sector and HOS are now become
identical. Because HOS flats are well below
the open market value, the sales of private
flats are seriously affected.
2) This impact is increasingly significant,and will
become more apparent in 1986 and 1987 following
further relaxation of the eligibility criteria of
'White Form' Applicants by the government. The
reason is that the market demand in the coming two
years is forecasted to be more or less stable and
lower take-up level than 1985 is anticipated as the
large take-up rate in 1985 has saturated the
'latent' demand in the market resulted from the
recessed periods.
The degree of. effects is affected by the following3'
factors:
a' Location
Since HOS projects are usually large scale, ii
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will affect more directly on comparable private
flats located in the New Territories or remote
areas since market demand in these areas is
finite and limited which can easily be
saturated. This leaves little opportunities for
the private developments. Conversely, the
effect is smaller on private flats in urban
areas.
b) Production level of HOS flats
The larger the supply, the greater the impact
since the target segments between HOS and
private sector has become almost identical.
The target annual production of 10,000 units
is high and need to be kept under monitor so
that it will not create too significant market
intervention. On the other hand, from a social
angle this figure is a reasonable quantity.
C Economic Climate
HOS will bring a greater effect on the private
sector in a recessed market than a booming
market because the purchasing power and market
demand are weaker in the former situation.
Views of Socialist
1) The effect of HOS on private market varies in
stages:-
In the early stage (before 1982), HOS had not
much impact because the target groups of the
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HOS and private developments were very
different. The income limit restrictions of
HOS had more or less differentiated its target
groups from that of the private developers.
However, in 1982, the Sino-British talk created
a very sensitive political situation which had
resulted in a big slump of the property market
causing flat prices to drop very substantially.
Some private flats were even forced to sell
below cost. In order to adapt to the weak
purchasing power of the market, developers had
geared more towards the smaller size flat
market segment. This resulted in a serious
overlapping of target segments with the HOS
and the two were in serious direct competition.
Furthermore, the substantial drop of interest
rate has made more formerly 'sandwich' class
families to become affordable to private flats.
Overall speaking, HOS has caused some market
confusion and a significant impact on private
market especially during the recessed period in
1982-1983.
2) The seriousness of this impact is increasing because
Government has further relaxed the restriction of
the eligibility criteria of the 'White Form'
Applicants.
3 The degree of impact depends on the supply and
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demand situation of the market. HOS will cause
greater impact in a recessed market than a booming
market because market demand of the former situation
is weak.
In connection with this, different quantity of
supply of HOS flats will have different impacts
under different market demand situations.
Views of Government Official
1) HOS did not have much effect on the private market
especially in its early stage before 1982. However,
HOS did has some effect in 1982-1983 during which
the economy of Hong Kong was weak and market demand
was low. At that time, it appeared that both HOS
and private market were competing for a similar
target market. segment.
2) However, Government felt that such effect was only a
temporary phenomenon. As market demand began to
pick up, this phenomenon would be disappeared.
Disagreed that the HOS had caused much intervention3)
on the private sector residential market. The price
advantage of the HOS, approximately 25 percent
discount on the current market value is reasonable
and well justified in view of the stringent
eligibility criteria and the resale restrictions.
Disagreed that the target groups of the HOS had4)
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actually overlapped with that of the private sector.
The reason is that for a similar flat size, say 50
metre square, the purchasers of HOS flats are in
very different income bracket from that of the
buyers of private flats. This is simply because the
target groups of the HOS cannot afford to buy a
similar size flats from the private market at the
current price level.
Regarding the argument that if the HOS flat
purchaser can afford to buy a 50 metre square HOS
flat he will also be able to buy private flat with a
same capital value although the size would be
smaller than that of the HOS unit. The offical
pointed out that the government housing policy was
on a long term basis rather than short term. Apart
from supplying homes to the people, Government has
a goal to supply 'reasonable' size accommodations to
the people so that their long-term needs can really
be satisfied. It was further pointed out that there
was a rising expection of the community for larger
area accommodation( at least 50 metre square for a
family of four persons). If people are forced to
buy and live in smaller size accommodation because
of their limited affordability, their wants and
needs have actually not been satisfied.
Furthermore, it was pointed out. that the target
groups of the HOS had never been changed which
remained to be the better-off public reental housing
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tenants and the 'sandwich' class in private sector
(who can neither afford to buy private flats nox
eligible for public rental housing).
4)
HOS affects more on private developments located in
new towns and the New Territories than those in
urban areas.
Effect on Pricing and Profit
Views of Private Developers
The degree of effect on pricing decision depends very
much on the locality of the development concerned. HOS
will affect more to the pricing of flats which located in
the New Territories or remote areas, e.g. Tai Po, Tuen
Mun, etc., but not so much on those in urban areas e.g.
North Point.
Furthermore, because of the price advantage of the HOS
which the private flats have no way to compete with, HOS
has definitely taken away a portion of the potential
customers in private sector for private flats. As a
result, it increases the competition among the private
developers themselves for the 'left over'demand in the
market. Consequently, developers need to lower their
profit margin and price to meet the keen competition.
Therefore, HOS has an indirect effect on the pricing
decision of private flats in general.
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Views of Independent Professionals
HOS will generally make the market more competitive.
Developers have to lower their price to meet the
competition. The degree of effect on price decision
depends on locality of the development concerned.
Greater effect will be on those locate in the New
Territory areas. The low price of private flats in Tuen
Mun is a good illustration.
Effect on the Strategy of Private Development
Views of Private Developers
Because there is no way to compete with the HOS,
developers have adopted a general policy of avoiding
head-on competition with the HOS whenever possible. The
following strategies are used:-
1) Development Strategy
Right at the very beginning in the development stage
at land bidding phase, developers will monitor very
closely on the government's movement and check
whether there will be any HOS developments in the
same area. In case that there is HOS development,
developers will check very carefully on the
construction programme and the sales schedule of the
HOS before they make their decisions on the type of
development (size range, design, class etc.) More
importantly, they will try to adjust their
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constrution programme and their flats so as to avoid
the head-on competition with the HOS.
2) Strategy on Location
Developers will try to avoid developing similar size
and type of flats in those areas that have HOS
developments. This strategy is particularly
important for developments in the New Territories
and remote areas. On the other hand, the developers
will also consider the construction programme and
sales schedule of the HOS so as to determine the
significance of impact on their own developments as
mentioned earlier. If they can launch the sales of
their flats before the HOS, they may take the risk
to go ahead with a comparable development.
3) Strategy on Size and Design of Flats
The basic strategy is to avoid head-on competition
with the HOS. Therefore, developers tend to develop
either flats of size larger than 60 metre square or
size under 40 metre in particular in those locations
that have HOS projects. The development of smaller
size flats (under 40 metre square) is to try to
narrow down the capital value differential with the
HOS to attract potential customers.
Furthermore, developers may sometimes build in more
flexibility to their developments by designing a
range of different flat sizes in one single
development project so as to suit a wider group of
customers.
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4) Strategy on Pricing and Payment Terms
To cope with the competition, apart from offering
lower price, developers now have also arranged
favourable terms of payment (percentage of down
payment and mortgage rate) to attract their
customers. Kornhill development was quoted as an
example.
Views of Independent Professionals
Generally speaking, HOS does affect the strategy of
private developments particularly in the aspect of
locations which is reflected in their land bidding.
Developers will be more careful in the New Territories
where market demand is finite.
Views of Government Official
It may be a good thing that the HOS has indirectly
forced the private developers to concentrate more on the
upper market segment.
Socio-Economic Impact of the HOS
Social Stability
Views of Private Developers.
Agreed that the HOS had enhanced social stability.
Views of Independent Professionals
Same as developers above
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Views of Socialist
HOS has a definite contribution in enhancing social
stability. Since Hong Kong is mainly a Chinese society,
people pay more attention to their family life and feel
important to have own their homes. Through the HOS more
people's wish for home-ownership can be satisfied. This
would give a sense of security to the home-owners and
would result in stronger sense of belonging, which is
particularly important under the present political
situation.
Views of Government Official
People will feel more content when owning their homes.
This will enhance a stronger sense of belonging and make
the society more stable.
Redistribution of Income
Views of Private Developers
HOS helps the lower income families by subsidising them
to own their homes and thus results in a redistribution
of income from the rich to the poor. However, if abuse
occurs, there would be an unfair redistribution of income
because there is no justification for the tax payer to
subsidize the so-call 'poor' in purchasing their homes.
Views of Independent Professionals
Agreed that the HOS will result in a redistribution of
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income from the higher to the lower income group.
Views of Socialist
Since the HOS is being subsidized by Government, it will
result in a more fair redistribution of income from the
higher to the lower income class. This may hopefully
narrow down the polarization effect of the two classes
and would minimize the potential of social unrest.
Views of Government Official
Agreed that the HOS will enhance a better redistribution
of income from the rich to the poor.
Improve Standard of Living
Views of Private Developers
HOS has no direct significant effect on this. However,
there is a trend that better quality building materials
are being used and more facilities (e.g. better
landscaping, etc.) have been incorporated in the design
of residential developments which has upgraded the living
environment. Developers considered that this trend was
mainly because of the fact that the market had got more
sophisticated and the social expectations and needs had
become more demanding.
Views of Independent Professionals
Agreed that the HOS had generally improved the standard
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of living in particular for the lower income families,
Views of Socialist
In general, HOS has improved the living environment of
the lower income group. People will pay more attention to
decorating and maintaining their homes.
Views of Government Official
HOS in general has improved the standard of living of the
lower income group. In particular, the HOS has improved
the living conditions of two groups of families through
encouraging the better-off public housing tenants to
purchase their own flats and surrender their units back
to the government so that these can be re-allocated to
those more needy families.
Motivate Home Ownership
Views of Private Developers
HOS has only motivated some 'border line' case families
to purchase their own homes. However, developers doubted
very much about the number of such families which is
expected to be rather insignificant.
Views of Independent Professionals
Yes, especially at the early stage of the Scheme when it




HOS has made more people to become affordable in
acquiring their homes especially in the early stage of
the Scheme.
Views of Government Official
HOS has attracted and motivated people to purchase their
own homes.
Increase Market Demand
Views of Private Developers
There may be a 'marginal' increase in the total market
demand. HOS has converted some 'border line' case
families to become home owners. However, because of the
large overlapping of target groups between the HOS and
private flats, such marginal increase will not benefit
the private market. On the contrary, developers felt
that the large supply of HOS flats (10,000 units per
annum) had an adverse effect of taking away a portion
of the market from them. Furthermore, the HOS harvests
some of the premature potential customers of private
flats.
views or inaepenaent Professionals
The demand for housing always exists. Price, however, is
the key factor in determining the 'market demand' for
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houses. As long as the price levels of flats fall within
the affordability limits of the people, there is 'market
demand'.
Because of the price advantage of HOS flats, more people
have become affordable and hence the 'market demand' has
been increased especially at the early stage of the
Scheme. HOS had converted the potential housing demand
of the lower income group into actual market demand.
However, because of the substantial drop in private flat
price since 1982, the target groups of the HOS and the
private sector have greatly overlapped. As a result, the
increase of 'market demand' has been greatly reduced and
becomes fairly marginal.
It was agreed that the HOS had an effect of harvesting
the premature customers of private flats.
Views of Socialist
HOS has enlarged the market demand especially at the
early stage of the Scheme, since it attracted new
prospects which were quite different from the target
group of private sector.
However, because of the overlapping of target groups
between the HOS and private flats in recent years, the
increase in market demand has been greatly reduced.
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Views of Government Official
HOS has increased the market demand but the increase is
not significant.
Create Employment
Views of Private Developers
The effect is insignificant since Hong Kong is very near
full employment situation. HOS may cause a larger demand
for work force in the building industry. It will only
create competition for labour with other industries
during booming economy because of the full employment
situation. It does however provide some employment
opportunities during recessed economy but the effect is
not significantly important.
Views of Independent Professionals
Agreed that it would bring marginal increase in
employment opportunity since the HOS was a Government
expenditure.
Views of Socialist
HOS may increase the employment opportunity of the
construction industry.
Views of Government Official
Apart from increasing the employment opportunity of the
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construction industry, it may also benefit the related
business in particular those related to the decoration of
new flats. This may has an indirect effect in activating
the economy.
Effect on Inflation
Views of Private Developers
To a certain extend, it heads off the vagaries of private
flat price caused by speculation, and through chain
reactions, it creates a neutralization effect on the
general consumer price and keeps down inflation.
Views of Independent Professionals
HOS can only slow down the increase but not stabilize the
flat price. Therefore, it may slow down the inflation.
Views of Socialist
It is not the objective nor function of the HOS to
stabilize the private flat price level. However, the HOS
does have an indirect effect of suppressing unreasonable
and speculative flat prices because the selling price of
the HOS gives a flat cost indication to the people.
Therefore, the HOS has an effect of slowing down the
increase of flat prices. Consequently, through chain
reactions, there is an indirect effect in slowing down
inflation.
It was further pointed out that the political uncertainly
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was a more significant factor in explaining the
substantial price drop of real properties in 1982 as
people's intentions to invest in particular for the long
term ones were seriously affected. This weak investment
intention caused a weakening in the economy and
consequently the purchasing power for properties as
housing is a long term investment.
Views of Government Official
HOS will have the effect of suppressing the vagaries of
flat prices. It will result in slowing down inflation.
Disturbance to the Free Market
Views of Private Developers
Developers felt that the government had gone a bit too
far and had intervened the market and violated the free
competition policy( Laissez-faire-policy). It has
remained to be a threat to the sales of smaller private
flats. Furthermore, it has created a totally unfair
competition because Government has on absolute advantage
in the land cost element and has a priority in choosing
better site locations. Tai Po and Kornhill development
were quoted as examples.
Views of independent Professionals
The disturbance is not really significant even though the
HOS does bring some impacts to the property market.
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Complete Laissez-Faire policy may not always work and may
not benefit the society as a whole.
Views of Socialist
Although HOS has brought some impacts on the private
sector, it does not really create much disturbance to the
free market as a whole at the present moment. However,
if the situation continues, it may cause intervention to
the private market.
Views of Government Official
Disagreed that the HOS had caused much disturbance to the
private market. What had happened in the last few years
was only a temporary phenomenon.
Effect on Land Supply and Land Price
Views of Private Developers
Developers had quite a strong reaction on the issue of
land supply. They complained that there was always a
shortage of land supply to the private sector for
residential development which to a certain extent had
affected their production. The introduction of the HOS
will definitely take away part of the available land
supply( because developers felt that Government had
given priority to the HOS in land allocation). As a
result, the supply of residential usage land to the
private sector will be reduced. This will cause a keener
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competition amongst developers themselves in the bidding
for land which will increase the land price and lower the
profit margin of developers.
Views of Independent Professionals
HOS does take away some of the land supply, however it
should not have much effect on the land price because
developers themselves always have a ceiling price during
land bidding. The increase of land price will be very
marginal if any.
Views of Government Official
HOS will not cause much effect on the land supply and
land price.
Waste of Resources
Views of Independent Professionals
Disagreed that HOS was a waste of resource. It is just a
form of redistribution of income. Especially in the case
of PSPS where Government has actually obtained money
income in terms of land premium from private developers.
Even though there is subsidy. involved in the Scheme, it
can be fully justified from its social contribution.
The only possibility of causing waste. of resources is
when abuse occurs in which the subsidy of the HOS has been
given to some dishonest applicants (mainly White Form
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Applicants) who have underreported their income which
otherwise would not be eligible. Nevertheless, such cases
rarely hauuben.
Recycling of Government's Resources
Views of Government Official
Unlike public housing, HOS brings a quick recycling of
Government's money capital. Since the Scheme is an 'one-
off' subsidy, Government can get back the money capital
invested once the flats are sold, and can be used to
increase the housing stock.
Other Opinions and Suggestions
The Role of HOS
Views of Socialist
1) Supported the original Government's objective of the
ten-year expanded public housing programme to solve
the unfulfilled housing demand and satisfy the wish
of home-ownership of the 'sandwich' class.
2) HOS should aim at satsifying those people who
genuinely need Government's assistance in purchasing
their homes which they cannot afford to buy from the
private market.
3) HOS should play a supplementary role instead of a
regulatory role of the market supply. It should not
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monopolize the market
4) The target groups of the HOS should always be the
public housing tenants and the 'sandwich' class in
the private sector. The HOS should target more on
the lower income group.
Views of Government Official
1) HOS plays the role of 'filling the vacuum' in the
housing market. That is, it provides the type of
housing that the private market is unable to
produce, so as to fill the unsatisfied home-
ownership needs.
2) However, the HOS does not play a 'regulatory role'
in the supply of the market since this is not the
objective of the Scheme.
3) The target groups of HOS has always been the
'better-off' public housing tenants and the
'sandwich' class in the privater sector.
Positioning of the HOS in the Market
Views of Private Developers
HOS should be positioned outside the market segments that
were previously occupied by the private developers. The
overlapping of target markets should be minimized.It was
hoped that the HOS could create its own market rather
than taking away a portion of the market segment from the
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private sector,
Views of Independent Professional
1) HOS was at the right positioning at the early stage
of the Scheme which headed-off the destabilization
of family life problem and brought positive socio-
economic impact. However, because of the
considerable change of economic factors since 1982,
the target groups of the HOS and private developers
have greatly overlapped and caused adverse effects
on the private sector. Therefore, the positioning
of the Scheme should be critically reviewed.
2) HOS should target more on the lower income groups
and therefore should position itself more towards
the lower end of the market just above the bottom
market segment of public housing.
Views of Socialist
1) HOS should target more on the lower income segment
and try to position itself to minimize the
intervention to the private market since supply and
demand is best determined by the free market force.
2) However, when the market supply cannot meet the
demand and causes speculations, social unrest and
political problems, Government should then take
necessary action to intervene.
Views of Government Official
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HOS should target on lower income groups in particular
the 'sandwish' class who genuinely need Government's
assistance in owning homes, and the better-off public
housing tenants.
Furthermore, the HOS should be expanded downward towards
the lower end segment of the market.
?roduction Level of HOS
views uL rrlyatie yeyelopers
1) The smaller the quantity, the better to the
developers. The quantity should be reduced to a
level somewhere below 5,000 units per annum.
2) Government should keep control on the quantity of
HOS production in relation to the supply and demanc
situation of the market as well as the state of the
economy (which affect the purchasing power of
people) so as to avoid market intervention. The
supply of the HOS should match with the actual size
of 'sandwish class' which changes over time.
Views of Independant Professionals
Since there is already adequate supply from the private
sector, Government should gradually wind down the
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quantity of production of the HOS in stages to below the
current 10,000 units. At the same time, HAHOS should
gradually be replaced by PSPS. Government should
concentrate more towards the lower income groups in the
development of public housing.
Views of Socialist
The quantity of supply of the HOS should consider the
following:
1) Actual market situation at the period
This includes the market supply from the private
sector and the anticipated market demand situation.
For instance, if market demand is big while market
supply from the private sector is insufficient,
larger quantity of HOS can be supplied since the
market can absorb them without much influence on
private sector.
2) The purchasing power or affordability of people at
the period. The purpose is try to minimize the
market intervention. Government must be very careful
in determining the appropriate income limit
restriction of the HOS under different market
conditions.
Conclusively, Government should adjust the quantity of
supply of the HOS according to different market
situations, and it should play the role of
supplementing the market rather than to monopolize.
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Views of Government Official
The target production of 10,000 HOS units per annum is a
reasonable quantity. In fact, from the fact that past
HOS sales exercises were heavily oversubscribed, it
reflects the supply still cannot satisfy the large
outstanding demand. Therefore, further expansion of HOS
production may be necessary, otherwise, it may frustrated
the unsuccessful applicants because of the long waiting
time.
However, it was agreed that the direction of expansion
should target downwards to the lower end of the market
and gear more towards the lower income groups.
Allocation to 'Green' and 'White' Form Applicants
Views of Private Developer
1) Agreed that HOS flats should be allocated more to
public housing tenants (Green Form Applicants)
2) However, they disagreed to limit the HOS only to
public housing tenants since this will not result a
fair redistribution of income to wider sectors of
the community.
3) Disagreed that the HOS should be extended to every
class in the society because it will convert the
Scheme into a kind of social welfare to everybody of
the community which Hong Kong cannot possibly afford
to do so under the present situation. Hong Kong
should not be changed into a welfare state,
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otherwise no-body will work hard and the economic
growth of the Hong Kong will be affected.
Views of Independant Professionals
1) Agreed that a larger proportion of the HOS should be
allocated to the Green Form Applicants.
2) Disagreed that the HOS should be extended to all
other classes since under the present limited
resources, Government should allocate its resources
only to those classes of people who are genuinely in
need of such subsidy..
3) Supported the concept of subsidy of the HOS to the
lower income groups.
Views of Socialist
1) A larger proportion of the HOS should be allocated
to the public housing tenants. It is estimated that
only approximately 20,000 out of 80,000 'Green Form'
Applicants were successful in getting HOS flats.
This indicates that the demand for the HOS from
public housing tenants has not been adequately
satisfied.
Government should try to attract more public housing
tenants to buy HOS flats. Conversely, more
restrictions should be imposed onto 'White Form'
Applicants. If necessary, Government may consider to
sell the HOS to 'White Form' Applicants at a higher
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price or under different terms. This may reduce the
overlapping of market segments with the private
sector.
2) However, HOS should not only be allocated to public
housing tenants because it will be unfair to the
genuine 'sandwish' class. In the process of
allocation of resources, Government must take care
of the needs from various sectors of the society on
a perspective. It is important to provide more
channels and opportunities to different sectors to
get access to the benefits by the Government.
3) Disagreed the idea that the HOS should be extended
to all classes so that everybody has an equal
opportunity to obtain Government's subsidy. The
reason being that some classes of people would
require more assistance and subsidy than other
classes.
Furthermore, the objective of the HOS is not
intended to be a social welfare but to solve the
potential social problems that may be arised from
the unsatisfied housing needs of the 'sandwish'
class.
Views of Government Official
1) Agreed that a higher percentage of HOS flats should
be allocated to the Green Form Applicants.
2) Disagreed the idea of giving equal opportunity of
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housing subsidy to everybody in the society because
of limited resources of the Government. There is no
such political need in Hong Kong to please the
voters as in other countries.
Opinion on Income Limit
Views of Private Developers
1) Objected to Government's recent relaxation of
Income Limit restriction since it would further
affect the private sector.
2) Government should be very careful in determining the
appropriate income limit of 'White Form' Applicants.
This is particularly important during market
recession period.
Views of Socialist
1) The income limit restriction of the HOS should be
carefully determined with reference to the interest
rate( or mortgage rate) and the market price level
at the period.
Through comparing the market price of private flats
and the amount of installment required at the
prevailing mortgage rate, the minimum income level
that can afford private flats can be found. This
will represent the' top line' of the target market
of the. On the other hand, the' bottom line' can
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De aerivea from the income level just above the
maximum income limit of public housing. The range
between the two lines represents the' sandwish'
class people who need Government's help in their
home purchase.
2) The income limit of the HOS should be reviewed
periodically base on the above principle to ensure
it always falls in between the' top' and the'
bottom' lines of the target market. Only through
appropriate adjustment of income limit restriction,
the government can achieve the original objective of
helping the sandwich' class without causing
competition and detrimental effects to the private
sector.
Opinion on PSPS
Views of Private Developers
1) PSPS is more preferred to HAHOS. The reason beinc
that under PSPS, developers would have the
opportunity to participate the development througr
fair bidding amongst themselves. It also benefits
the government because the government may obtair
higher land premium through competitive bidding.
Finally, it does not affect the ultimate home buyers
since the selling price is fixed by the government.
2) However, PSPS is not a compromise nor a half way
solution to the conflict between the HOS and the
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private sector. PSPS can only be regarded as a
slighly better approach to tackle the problem of
conflict, (some developers doubted that PSPS is not
really the government's intention to compromise the
conflict.
3) Only marginal profit can be made from PSPS through
optimal design of the development.
4) Instead of an open tender system to any developers,
Government should lay down some prequalifications to
the tenderers so as to avoid the danger of
substandard production from some unqualified
developers who try to make larger profit.
5) The present monitoring system of PSPS needs to bi
improved.
Views of Independent Professionals
1) Agreed that the PSPS was more preferred by the
developers because they could have the opportunity
to participate and would reduce in some extent the
direct competition between Government and the
private sector.
2) Agreed that the HAHOS should gradually be replaced
by the PSPS since developers could get more
involvement. and therefore the government could
better utilize the expertise and resources of the
private sector. In general, the private sector is
more efficient and effective than the government.
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Views of socialist
1) Agreed that the PSPS was a good alternative for
HAHOS flats production. Under the PSPS, developers
can participate and make contribution to the
society. At the same time, Government can obtain
income from the PSPS and the home buyers can enjoy
the same benefits since the selling price is fixed
by the government.
2) Agreed that more PSPS developments could reduce
intervention to the market.
Views of Government Official
1) PSPS should be continued because the private sector
could participate and made contribution to the
society.
2) However, the present working mechanizm of PSPS has
some drawbacks:-
(a) Financially, it is sometimes risky to the
government because of the' rigid pricing'
policy of the PSPS. A guarantee flat price was
fixed at the tender stage, which is
approximately 24 months before completion and
sales. However, the final selling price will be
determined by the government base on the market
situation some 6 months. prior to the
completion. This would mean that Government
may have to bear a financial risk of making a
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loss in case of a falling market condition.
(b) The monitoring of PSPS may be a problem because
some developers will do a good job while some
will not. A more comprehensive monitoring
system is required.
(c) PSPS seems to benefit only those construction
base developers.
Is HOS still needed?
Views of Private Developers
1) Some developers considered that the HOS was not
really needed at the present situation since there
was sufficient supply of flats from the private
sector. Government should think about other
alternatives such as concentrating more on public
housing development to help the lower income group
to solve their housing problems.
2) On the other hand, some developers considered that
the HOS was still needed because of its important
factor to keep the society stable especially under
the present political' situation of Hong Kong.
However, Government must keep control on the
quantity of production. Otherwise, it may force some
small private developers to run out of business. The
supply of HOS flats should be adjusted according to
the actual size of' sandwich' class. Since the
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size of it changes over time.
3) However, one interviewee strongly felt that the H0.1
was not needed from the very beginning. If the
establishment of the HOS was to head-off the
speculation in the property market, Government could
actually achieve a same result simply by keeping the
public well informed on the current and anticipates
future market supply (including quantity, location,
size, etc.). Such information would preferrably be
publicized and announced regularly as these were
readily available to the government.
Views of Independent Professionals
1) HOS should be continued because of its socio-
economic contributions, in particular, its effect on
slowing down the surge of real property price and
enhancement of social stability.
2) However, the production level and its direction of
future expansion are critical issues.
Views of socialist
Certainly HOS is still needed since a large demand has
not not been satisfied. HOS will no longer be needed
only when there is no more' sandwich class' people.
Views of Government Official
1) HOS will no longer be needed if the private sector
85
can supply sufficient flats affordable by the
'sandwich' class.
2) Under the present situation, there is a need to
continue the Scheme.
HOS in Future
Views of Private Developers
1) HOS should be positioned outside the market segments
of tha private sector
The expansion of the HOS should keep pace with the
changing social and economic circumstances so that
it can always match with the actual size of its
intended target groups which will also change over
time.
Views of Independent Professionals
1) HOS should target more on the lower income segments.
Therefore the direction of expansion of the HOS
should move downwards to the lower end of the
income pyramid which has a larger base.
2) It was suggested that depending on the amount of
expenditure or subsidy needed, the government might
consider the feasibility of supplying some cheaper
but lower standard HOS flats, so.as to satisfy the
wishes of home-ownership of more people. It was
believed that a strong demand persisted in the low
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income families.
3) If the supply of cheap HOS flats proved to be
feasible, Government might consider gradually
reducing public rental housing developments and gear
more towards subsiding the HOS.
Views of Socialist
1) HOS should be diversified into more varieties i
terms of price range, standard and design (e.g.som
with room partitioning and some without) so as t,
better meet the different needs of the targe-
groups.
2) Under a same budget of housing subsidy, Government
may consider producing more lower standard HOS flats
which can be sold at a cheaper price and reduce the
production of public housing. This will better
satisfy the growing wishes of home-ownership of the
community. In addition this will give a quick
recycling of capital for building the housing stock.
Views of Government Official
1) HOS will continue to play the role of filling
the vacuum' in the housing market.
2) If necessary, it will further expand the production
level to meet the outstanding demand.
3) HOS will try to control the production level
through monitoring closely on the market situation.
87
However, Government may have technical difficulties
in forecasting the changes in market climate.
4) Agreed that the direction of expansion of the HOS
should move downward towards the lower end of the
market and target more on the lower income groups.
The Effect of 50 Hectare Limitation on Land Supply
Views of Private Developers
50 hectare are quite sufficient under the present
conditions. However, the allocation of land for
residential user is limited as the HOS will take away
part of the residential land supply.
Views of Independent Professionals
50 hectare should be quite sufficient under the current
situation. Furthermore, it is given to understand that
the Chinese government are quite flexible on this limit.
Capacity of Private Sector
views of Private Developers
1) Developers were confident that they had sufficient
expertise, resources and capacity to produce enough
flats to meet the' market demand' (i.e. the demand
at the current market price level) but not to
satisfy the housing shortage of Hong Kong.
Developers also pointed out that the main reason for
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insufficient production from the private sector was
because of the limited land supply by the
government.
Views of Independent Professionals
1) Agreed that private developers had sufficient
expertise, resources, and capacity for to meet the
market demand. The limited supply of suitable land
to private developers is the main reason that limits
the production of private sector.
Miscellaneous Opinions
From Private Developers
1) From developers' point of view, they will definitely
object the existence of the HOS since it is an
unfair competition to-them and takes away part of
their market and has impose an adverse effect on
their sales and profit.
However, from a social point of view, the HOS has
its contribution in stabilizing the society through
helping the lower income group to achieve their
home-ownership wishes.
2) The current resale restrictions of HOS flat is not
very effective. This will. not influence
significantly the decision of the prospective buyers
as instead of selling the HOS flat back to the
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government, the HOS owners will buy additional
private flats if they become more affluent. This is
quite different from the behaviour of private flat
owners since they will sell their existing flat in
exchange for a larger unit.
3) Government should keep developers well informed
about the HOS future development programme which
would clearly indicate the quantity, location and
timing of sales of HOS developments so that private
developers could adjust their plans to avoid head-on
competition.
From Socialist
Government should consider selling public housing
tenants their existing units. Informal studies showed





As can be seen from the interview findings that
there existed very diversified opinions and statements
amongst the interviewees. This is understandable as they
represent different sectors of the community and might
not necessarily share a common point of view. Therefore,
it would be purposeful for this research project to carry
out some objective analyses to verify those interesting
and controversial statements extracted from the
interviews. In view of the scattered data and limited
availability of information, it would be very difficult,
if not impossible, to build statistical models for
detailed analysis. It is hoped that by careful
observation on the data collected, some meaningful
inferences and conclusions can be drawn.
Analyses have been carried out on the following
eight topics:-
1) Review of Current Situation
2) Supply of Residential Flats- Both HOS and Private
Sector
3) Private Domestic-Supply, Take-up and Vacancy
4) Price Indexes for HOS and Private Sector Housing
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5) Analysis of Target Market of HOS
- Eligible Households in Private Sector
6) Analysis of Successful Green Form/White Form
Applications
7) HOS Flats in the New Territories
- Analysis of Origin of Successful White Form
Applicants
8) Comparison Between Open Market Mortgage Rates and
HOS Mortgage Rates
Analysis 1
Review of Current Situation
Observations
1) The population has risen from 4,597,000 in 1978 to
5,412,000 in 1985 (mid-year figures),, about 17.7
percent increase.
2) The number of domestic households has increased from
999,400 in 1976 to 1,407,100 in 1985, about 40.8
percent increase and an average of 45,300 net new
households formed per year.
3) The stock of permanent living quarter has also
increased from 891,800 units in 1978 to 1,291,300
units by 1985, about 44.8 percent increase and an
average of 57,071 net new units completed per year.
4) Tne Gross uomestlc rroauct in real terms
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increased by 6.5 percent per annum during 1980-1985
The corresponding per capita G.D.P. growth rates way
5.0 percent per annum during this period.
5) The growing trend towards home-ownership is further
confirmed by the followings:
a) The percentage of owner-occupier household in
private permanent housing has increased from
39.9 percent in 1981 to 48 percent in 1985 and
b) the percentage of new flats owner occupied has
also increased from 77.6 percent in 1981 to
77.8 percent in 1984.
6) The net supply of new housing units by private
developers for the period 1978- 1984 is 164,700,
averaged about 23,528 unit per year.
7) The total supply of public housing, including rental
estates, HAHOS and PSPS, for the period 1977/1978-
1984/1985 amounts to 244,798 units, averaged about
30,600 units per year.
8) The consumer price index (CPI) has risen as shown in
Table 8.
9) The sources of the above figures are:
a) Census and Statistics Department
b) Housing Department
c) Rating Valuation Department
Conclusions












CPI (A): household expenditure $1,000-
$3,499, covers 50 percent of
households
CPI (B): household expenditure $3,500-
$6,499, covers 30 percent of
households.
Base Year: 1979/1980 Household Expenditure
Survey
population growth and the increasing number of new
households formed.
2) The community in general is more affluent.
3) The rise in general price level has risen only
moderately during the period 1982-1985 with 29.5
index points as compared with 40.8 points for the
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period 1979- 1982.
4) There is a growing trend of home-ownership.
5) Although the average net supply of new housing both
private and public, per year has exceeded the
average net number of new households formed per
year, thereby satisfying some of the existing
demand, there is still about 115,800 units
deficiency in 1985. It will take about 10 years for
the present rate of supply of new housing to meet
this deficiency assuming both the housing supply and
new households formed unmained constant for the next
10 years.
6) Government is playing a more important role in
housing supply since 1979/1980 when the public
sector production first exceeded that of the private
sector. The average production of public housing is
30,600 units per year as compare with 23,528 units
per year of private sector production.
Analysis 2
Supply of Residential Flats
-Both HOS and Private Sector
(Please refer Figure 4,p.95)
Definition
Private sector domestic units are categorised by
riyurc1 4
40000





-- AREA OVER 70M2
30 000
-••- AREA FROM 40-69.9M2





1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1966* 1987






reference to floor area as follows by the Rating
Valuation Department:-
Class A: covered area not exceeding 39.9 metre square.
Class B: covered area of at least 40 metre square but not
exceeding 69.9 metre square.
Class C: covered area of at least 70 metre square but not
exceeding 99.9 metre square.
Class D: covered area of at least 100 metre square but
not exceeding 159.9 metre square.
Class E: covered area of at least 160 metre square
The floor areas of typical HOS flats ranged from
31.4 metre square to 55 metre square, with an average of
about 43 metre squre covered area for HAHOS units and 46
metre square for PSPS flats.
Observations
1) The supply of HOS and the supply of Class B units,
which is comparable in size, moved in distinct
opposite directions, i.e. when the supply of HOS is
high, the supply of Class B units is low.
2) There is a trend for the supply of Class B and above
units to increase.
3) There is a dropping trend of the supply of Class A
units after reaching its highest level in 1985.
4) The supply of HOS flats is forecasted to remain
fairly constant at about 10,000 units per year after
1985.
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5) The supply of HOS as a percentage of the different
classes of private sector housing is shown in Table
9.
It can be seen from the table that the supply of HOS
flats is very significant for the period 1983-1985,
more than 60 percent of the supply fo Class A+B, and
about 52 percent of the total private sector supply.
Inferences
1) It would be very difficult to ascertain whether HOS
had in the past complemented the supply of Class B
units or the private sector reacted consciously
towards the supply of HOS. However, as given to
understand that Government normally plans more
advance into the future and take very little account
of private sector supply, it would appear that
private developers had been very careful in
V-
monitoring the supply of HOS and responsed to it to
avoid direct competition.
2) There is a trend for private developers to produce
more medium and large-size units. The increase in
the supply of Class B and above units might be due
to the speculation of a strong market demand for
these units as a result of increased affordability
of prospective home purchasers indicated by the
success of the large quantity of HOS flats at




PERCENTAGE OF HOS FLATS IN PRIVATE HOUSING
Year HOS Class A Class B Class A+B Total Private
Sector Domestic
1979 265 14,055 (1.9%) 9,585 (2.8%) 23,640 (1.1%) 27,795 (0.9%)
80 8,313 12,450 (66.8%) 7,995 (10.4%) 20,445 (40.7%) 24,490 (33.9%)
81 7,046 13,895 (50.7%) 14,360 (49.1%) 28,255 (24.9%) 33,475 (21.0%)
82 6,404 9,670 (66.2%) 8,665 (73.9%) 18,335 (34.9%) 23,140 (27.7%)
83 10,606 9,530 (111.3%) 9,440 (112.4%) 18,970 (55.9%) 23,860 (44.6%)
84 .10,279 15,645 (65.7%) 3,900 (263.6%) 19,545 (52.6%) 22,270 (46.2%)
85 19,854 19,930 (99.6%) 6,325 (313.9%) 26,255 (75.6%) 29,875 (66.5%)
*86 11,384 17,700 (64.3%) 13,750 (82.8%) 31,450 (36.2%) 37,140 (30.7%)
*87 10,646 13,315 (80.0%) 18,245 (58.4%) 31,560 (33.7%) 38,085 (28.0%)
*: Forecast Figures
Sources: Rating Valuation Department, Housing Department
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3) The drop in the supply of Class A units might be due
to:
a) Increase in affordability of prospective home
purchasers as a result of reduced mortgage rate
and low price level of private sector housing.
b) A rise in housing expectation for larger
accommodation of the community at large.
c) Head-on competition with HOS flats as flat
selling price of these two types of housing are
within a similar range but HOS flats have a
much larger floor area and thus have a
definite advantage.
Conclusions
1) Because the supply of HOS flats represents a very
substantial percentage of the total private housing
production, it will create a significant competition
with the private developers, especially within the
categories of Class A B units.
2) The success of the large supply of HOS flats in
1984/1985 indicates that there is a strong market
demand for medium-size units at moderately price
level. It would appear that private developers are
speculating on the existance of a left-over demand
for medium-size units in the .market and have
therefore decided to increase the supply of Class B
units in 1986 and 1987.
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3) As a result of the decline in the demand for Class A
units, reasons of which have been explained, private
developers are therefore forced to move towards
producing more medium to large-size flats.
4) There is also a trend for private developers to
further diversify into producing more class C, D and
E units so as to minimize or even totally avoid any
head-on competition with the HOS.
Analysis 3
Private Domestic-Supply, Take-Up And Vacancy
(Please refer Figure 5,p.101)
Observations
1) The supply of private domestic units exceeded the
take-up from 1977 to 1982. Although this situation
reversed in both 1983 and 1984, take-up fell below
supply again in 1985.
2) The number of vacant units reached the highest in
1982 at 31,180 units, and began to fall in the
following three years at a moderate rate. The
average figure for 1981-1985 is about 25,900 units
per near.
3) The average supply for the period 1978-1985 is
26,000 units per year.
4) The supply is forecasted to be 37,000 units and
101FIUURE 2
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38,000 units for 1986 and 1987 respectively, both
exceed the average supply figure by about 44 percent.
5) The average take-up for the period 1978-1985 is
22,600 units per year. However, the take-up was
29,505 units in 1985, which is about 30 percent
higher than the average figure.
6) For the period 1978-1985, whenever the take-up
exceeded 25,000 units in a year, for example in 1978
and 1983, it would drop below this figure in the
following year(s).
Inferences
1) The market saturation point for private domestic
properties for the past eight years appears to be
25,000 units per year.
2) As the take-up in 1985 surged to nearly 30,000
units, this would have the effect of saturating the
latent demand in the market. It is therefore
forecasted that the take-up will start to fall in
1986 and most likely also in 1987.
3) The increase in supply for 1986 and 1987 is probably
due to the speculation of market recovery indicated
by the high take-up rate in 1985.
4) The vacancy number has maintained at high level for
the past five years, and has not dropped
103
significantly from the highest point in 1982.
conclusions
1) If the take-up rate should fall in 1986 and 1987 as
predicted, the large quantity of supply forcasted in
these two years will push the vacancy to a new high
level. This will have the effect of slowing down
construction activities and reduce supply after
1987.
2) Since demand is predicted to drop to normal level as
the high take-up in 1985 had already saturated the
latent demand in the market, and at the same time
the supply in 1986-1987 is substantially higher than
the market saturation point, the supply of 10,000
units per year of HOS flats will have a more
apparent impact,. on the saleability of comparable
(both in terms 'of price and size) private sector
domestic properties. This basically verifies the
concerns expressed by the private developers,




Price Indexes For HOS And Private Sector Housing
(Please refer Figure 6,p.105)
Observations
1) The price indexes for the two types of housing,
after reaching a climax in 1981 began to drop
rapidly before stabilizing in 1984.
2) The price index for the private sector rose about 50
percent for the period 1979-1981.
3) An upturn of price levels was observed in 1985.
4) The two HOS price indexes basically follow the trend
of the private sector. However, the extend of the
surge in 1981 was very small relative to that of the
private sector.
Inference
1) The price level of HOS flats basically roiiows the
trend of the private sector. However, the
relatively small increase in HOS flat price in 1981
might have an indirect effect of accelerating the
fall of private sector flat price level for the
period 1982-1984.
2) Since the supply of HOS flats represented about 25
to 40 percent of the overall housing production
(excluding public rental housing) for 1982-1984 by
FIGURE 6
PRICE INDEXES FOR HOS AND PRIVATE SECTOR HOUSING
PRIVATESECTORINDEX
POINT AREAUP TO 3%9M2 Note
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-- URBAN H05 INDEX BASEYEAR:1979, 4th QUARTER
PRICE INDEXESREFERW IFBAN







1978 1979 1980 1981 1982 1983 1984 19B5 1586
YEAR
106
selling at well below market value, it might have an
effect on suppressing speculation and cooling market
activities.
3) The drop in private sector price level in recent
years has effectively increased the affordability of
prospective home purchasers.
Conclusions
1) Since HOS flats are priced basically on costs of
construction and land formation at a non-profit
making basis, it serves as an indicator to the
public about the bottom line figure of private
sectors domestic properties at that time. This will
have an effect of minimising the chance of vagaries
of flat price due to speculation.
2) As the HOS flats are sold at prices well below the
open market value (about 25 percent below )and its
quantity of supply is significant this will
effectively lower or stabilize the general
expenditure on housing in the long run. Through
chain reactions, the general consumer price level
will also be indirectly stalilized causing inflation
to minw down.
3) Although the major reason for the property market
slump in 1982 was because of political uncertainty
over the future of Hong Kong, it is not unreasonable
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to say that the HOS had an indirect effect on
accelerating the speed of this slump.
4) The drop in private sector housing price level since
1981 has increased the number of prospective home
purchasers. Propective purchasers can now choose
from a wider price range. As a result, the
competition has intensified between the HOS and the
private developers on the market demand for small to
medium-size flats.
Analysis 5
Analysis of Target Market of HOS
Eligible Households in Private Sector
(Please refer Table 10, p..108)
Assumptions
For the purpose of this analysis, the following
assumptions have been made:-
Those families in private sector with household1)
incomes below the Rental Housing Income Limit are
not the target market of the private developers
Similarly, those families already living in public2)
housing are also not the target group of the private
developers
The private developers will compete with the HOS for3)
families in private sector with household incomes
between the Rental Housing Income Limit and the HOS
TA.BLI 10
Analysis of Target Market of HOS- 'Eligible Households in Private Sector
Increase In Total Number Total Number Market
Eligible Of Eligible Of Eligible Expansion Total Number
Income Limit Households Households Households As A Of Households
** As a Result Within The Between Result Of Above (1) And% Of (6) Increase
(Rental Effective Of Revision New Income Income Limits Revision Are Not Over (Decrease) (8 HOS Hous' Date Of (1) Limit 1 l (2) Of 1 Owner-Occupiers (6)+ L Of
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
$3,500 ($2,200) 2.1978 N.A. N.A. N.A. N.A. N.A. N.A. N.A.
(Phase I)
-$59000 (829700) 3.1980 429335 2959717 909946 87% 671041 57.6%
(Phase IIA)
$6,500 ($3,100) 3.1981 23,019* 284,633* 40,426* 132% 43,607* 48.1% (9.5%)
(Phase ILIA)
$79500 (849500) 6.1984 19,668 3079413 859415 30% 759823 53.0% 4.9%
(Phase VIA)
$89500 (859500) 5.1986 99598 289, 672 59Y756 190 619478 49.3% (3.7 Q)
(Phase VIIIB)
a) Note:* Figures obtained from 1981 Census. Other figures of households numbers are obtained from
General Household Survey.** Income Limit for 5-person family.
b) Definition: 1) Eligible Households:- families in private sector within the HOS Income Limit but are not
owner-occupiers.
2) Market Expansion- the percentage of the increase of eligible households as a result
of the revision of HOS Income Limit (Column 4) over the number of
eligible households within the previous HOS Income Limit but above
the Rental Housing Income Limit (Column 6- Column 4).
c) Sources: Census Statistics Department, Housing Department.
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Income Limit
4) For families above the HOS Income Limit, there is no
competition, and the private developers own 100
percent market share.
Observations
1) It is certain that new households will become
eligible every time there is an increase in the HOS
Income Limit. However, the number of these new
households is decreasing.
2) Also decreasing are:-
a) The number of eligible households within the
new Income Limit
b) The number of households that the private
developers are competing with the HOS
c) The number, of households that the private
developers have 100 percent market share.
Inferences
1) Although the HOS Income Limits have been revised
upwards several times, the number of the eligible
families in private sector has in actual fact
decreased. This might be due to a faster income
growth rate of the community than the increase rate
of the HOS Income Limits.
2) The size of the market that the private developers
are competing with the HOS is also contracting.
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This would mean that competition is becoming more
and more intense.
3) The number of prospective home purchasers that the
private developers have 100 percent market share is
dropping as a result of upward revisions of the HOS
Income Limit. This has the effect of reducing
opportunities for the private developers.
Conclusions
1) It would seem wrong to say that the HOS is expanding
its market by pushing up the Income Limit.
2) However, the upward revision of the HOS Income Limit
has caused an adversed effect on the private
developers by:-
a) Intensifying the competition for the demand of
small and medium-size flats and
b) reducing the opportunities of the private
developers in the higher income market as the
number of prospective home purchasers above the
HOS Income Limit is dropping.
This analysis basically verifies the concern
expressed by the private developers interviewed.
3) The size of the higher income market is however
still sufficiently large for private developers to
consider putting more resources into meeting this
potential demand.
111Analysis 6
Analysis of Successful Green Form/White Form Applications
(Please refer Table 11, p.112)
Observations
1) The percentage of flats in each phase sold to Green
Form Applicants ranged from 82.2 percent( Phase
VIIA) to 25.1 percent.( Phase VA)
2) The overall percentage of flats sold to Green Form
Applicants is 42.9 percent.
3) Phase VIIA has the highest percentage of flats sold
to Green Form Applicants which comprised of Trident
Blocks mainly reserved for Green Form Applicants,
and its average flat price of $144,500 is the lowest
since the adoption of the new pricing formula in
1982.
4) If this exceptionally high percentage is being
removed, the average percentage of flats sold to
Green Form Applicants will drop to 40.5 percent.
5) There is a significant increase in the take-up rate
by Green Form Applicants as from Phase VIIA in 1985
onwards. This might be attributed to the extension
of Green Form target group in 198.4. Before this,
the take-up rate can be regarded as very poor,
averaging only 30 percent.
112TAME 11
Home Ownership Scheme
Analysis of Successful Green Form/White Form Applications
No. of flats No. of flats
Total no. Total no. sold to sold to
of flats of flats Total no. green form white form
in N.T.Phase in Urban of flats applicants aD-Dlicants
I 3,038 8,3735,335 3, 821 (45.6-40) 4,552 (54.4:,4j)




IL. 1,697 220 1,917 968 (50.5%) 949 (4o.5 )
1,657IIB 1,657 830 (5o.i,a) 827 (49.90
IIIA 1,7881, 311 3,099 1,693 (54.6 0)1,406 (45.4%)
PUS 760 380 (50. M)7660 380 (50.0)
(Walton
Estate)
IIIB 1,084 1,548464 4 37 (28.2%) 1,111 (71.8%)
IVA 1,1523,912 5,064 1,633 (32.20 3,431 (67.85%)
l'IVB 1,984 1,?60 3,344 19202 (35.9 v) 2,142 (64.1)
VA 1,6293,296 4,925 19234 (25.1 0) 2,673 (74.9)
VB 2,0401,200 31240 1,660 (51.2%) 1,470 (48.8%)
VIA 6161661616 2,288 (34.6) 3,467 (65.4%)
42086 (69.2%)VIB 5, 904 1,818 (30.8%)5,904
VILA 3,776 3,103 (82.2%)3,776 673 (17.8%)
VIIB 2,320 22010 (40.0%) 3,010 (40.0%)2, 700 5,020
VII 0 1,889 (50.0%)2,300 3,778 1, 889 (50.0%)978
VIIIA 2,800 3,530 (50.0%)7,0604, 260 3530 (50.0%()




1) Given the target allocation ratio between Green Form
and White Form Applicants to be 50:50, the 42.9
percent (or 40.5 percent) average figure for Green
Form Applicants is an undesirable deviation.
2) This deviation may be caused by:-
a) Insufficient incentives provided to the Green
Form target group such as mortgage terms,
priorities in flat selection, eligibility
criteria, etc.
b) Poor locations of flats
c) High flat selling prices which are beyond the
affordability of most Green Form Applicants.
Conclusions
1) The target allocation ratio has not been achieved,
and the main objective to sell homes to better-off
public housing tenants so that their units can be
vacated for re-allocation to families in greater
need, has not been satisfactorily met.
2) The situation however has improved recently as a
result of the extension of Green Form target group
in 1984.
3) In view of the fact that Government has alread!
provided certain privileges to Green Fort
Applicants, it would appear that the location an(
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flat selling price are the two critical factors
affecting Green Form Applicants' decision to
purchase.
Analysis 7
HOS Flats in the New Territories
Analysis of Origin of Successful White Form Applicants
(Please refer Table 12, P.115)
Observations
1) From the sample survey conducted, it can be seen
that about 28 percentage of successful White Form
Applicants who purchased HOS flats in the New
Territories were living in the New Territories at
the time of purchase.
2) The highest percentage recorded is 47.6 percent for
Phase VIIC, Sui Hei Court in Tuen Mun.
3) The lowest percentage recorded is 11.1 percent for
Phase IIA, Sui Wo Court in Shatin.
Inferences
1) The low percentage of White Form Applicants with an
origin from the New Territories might be caused by:-
a) Lower proportion of population living in the
New Territories
115TABLE 12
H0S Flats in the New Territories
Anayrsis of Origin of Successful White Form Applicants
EstatePhasE Location Origin of Successful White Form Applicant
From the N.T. From Urban areas
88.9Sui Wo Court ShatinU A 11.5%
Stage II
66.9°Siu On CourtIII A Then Mun 33.1%
20.9%Shek Wu HuiYuk Po CourtIV A 79.1%
Sheung Shui
29.1%Tuen MmSiu Shan CourtVA 70.9%
69.9°,%3hek Wu HuiChoi Po Court 30.1%VI A
3heung ShuiStage 1
24 .1% 75.9%Tai PoTai Po Plaza
22.2% 77.8%ShatinHolford. GardenVII B
Tuen 'Murn 52.4%Siu Hei CourtvII c 47.6%
Stage 1
64.8%Tai Po 35.EPiing Nga Court
The above was compiled by carrying outNote




b) A higher percentage of owner-occupier amongst
the residents in the New Territories, which
comprise mostly of indigenous villagers who
already own properties and, commuters who
bought their flats when first moving into the
new towns.
2) The demand from White Form Applicants in the New
Territories is therefore relatively small.
3) The high percentage of households living in urban
private housing willing to pruchase HOS flats in
the New Territories might be caused by the following
reasons:
a) Comparatively low flat selling price than those
flats in the urban areas
b) Improved public transport facilities and
infrastructure of the new towns,
4) Therefore, as the willingness of urban households
moving into the New Territories is largely
constrained by flat selling price and the efficiency
of public transport and infrastructural facilities
available in a particular new town, and the fact
that the demand from residents already living in the
New Territories is.small, the overall market demand
for housing in the New Territories can be construed
to be only limited.
Conclusions
1) In view of the limited market demand for flats in
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the New Territories, the supply of HOS flats, which
very often in large quantities for a single project
and at selling price well below the open maket
value, will inevitably create a severe competition
with private sector developments in the New
Territories.
2) Furthermore, as this finite market demand can be
easily saturated, the saleability of private housing
in the New Territories will be seriously affected
whenever there are HOS flats put up for sale in the
same new town.
3) These conclusions support the statements made by the
private developers and independent professionals
interviewed.
Analysis 8
Comparison Between Open Market Mortage Rates
and HOS Mortgage Rates
(Please refer Table 13, P.118)
Observations
1) The HOS mortgage rates have always been more
favourable than that of the open market. For Phases
I to IIIA, it was about 90 percent of the open
market rates, and from Phase IIIB onwards, it was
about half to one percent lower.
118TABLE 13
Comparison Between Open Market Mortgage Rates And HOS Mortgage Rates
HOSOpen Market
Date Prime Rate Mortgage RateResidential Mortgage Rate
Monthly RepaymentMonthly Repayment
per 3100,000 loanper $100,000 loan
p. a. p. a. D.a. for 10 yearsfor 10 years
6.6.80 13.0 14.0 12.6$1,552.66 $1,469.61
6.9.80 10.0 12.0 1,366.201,434.71 10.8
6.12.80 16.0 17.0 1,631.771,737.98 15.3
6.3.81 17.0 1,687.6218.0 1,801.85. 16.2
1,687.626.6.81 17.0 18.0 16.21,801.85



















* For Mortgage Arrangements From Phase IIIB Onwards
Source: Hong Kong Association of Banks
Housing Department
Hong Kong & Shanghai Banking Corporation
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2) The difference in the monthly installment on a same
basis of $100,000 loan with repayment period of 10
years between the HOS and the private sector ranged
from $122( 6 Sept.,1981) to $27( 6 June 1985).
3) The mortgage rates and corresponding monthly
repayment amount for both types of housings have
dropped substantially since 1981: more than 50
percent for the mortgage rate and about 34 percent
for the monthly repayment amount on a same basis as
in (2).
Inferences
1) Although a borrower under the HOS mortgage
arrangement is required to pay less amount of
monthly installment than that if he borrows from the
open market for private sector flat at a same amount
of loan, the difference between the two is however
very small. For example, for a loan of $200,000
with repayment period of 10 years, the difference is
shown in Table 14.
It can be seen from the table that both in absolute
terms and in percentage, the difference is only
triva when compared with the amount of monthly
repayment that a HOS borrower has to pay.
Conclusions
1) It is considered that the advantage of HOS mortgage
120
Table 14





6.9.81 19% $3,733.44 17.1% $3,488.64 $244.8 7%
6.6.83 15% $3,226.70 14% $3,105.32 $121.38 3.9%
6.3.85 11.5% $2,811.90 10.5% $2,698.70 $113.20 4.2%
6.3.86 8.25% $2,453.06 7.5% $2,374.04 $79.02 3.3%
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arrangement is only triva and is not a significant
factor to give the HOS the competitive edge. This
advantage is further reduced in recent years when
more financial institutions are willing to offer
mortgage loan up to 90 percent of the flat price and
for a repayment period as long as 20 years to an
increasing number of private housing projects.
2) The significant drop of open market mortgage rate
since 1981 has effectively increased the
affordability of prospective home purchasers. More
people can now afford to pruchase private housing at
a given price level.
3) In view of the fact that an overlapping of potential
purchasers for the HOS and private sector is
expected to exist although the degree varies at
different price levels, the increase in
affordability of prospective home pruchasers in
recent years has intensified this overlapping. This
basically verifies the statements made by both the





THE HONG KONG HOME OWNERSHIP SCHEME
In this chapter, the authors intend to critically
examine and evaluate the Home Ownership Scheme based upon
the findings from the interviews and the objective
analyses conducted. In drawing conclusions, the authors
have also relied upon their own experience in the
property market and their personal judgement.
Summary of Findings
The Effect of the HOS on the
Private Sector Residential Market
1) Before 1982, the HOS had not caused any significant
effects on the private sector residential market
because the two had distinct market segments. This
situation, however, has changed since 1982 and the
effects have become increasingly apparent.
Competition between the HOS and the private
developers on the demand for small and medium-size
flats has intensified as a result of progressive
overlapping of target markets caused by the
following changing circumstances:-
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a) There is an increasing aspiration for home-
ownership supported by a healthy income growth
and moderate inflation rate.
b) Mortgage rates and corresponding monthly
repayment amounts have dropped substantially.
This has effectively increased the
affordability of prospective home purchasers.
C) The big slump of the property market in 1982
has caused a very significant drop in the flat
price level. More people have become
affordable to purchase private sector flats.
d) In order to adapt to the week demand for
properties persisted during 1982-1984, private
developers had shifted their target market
segments downward towards the lower end of the
income group by producing more small-size
flats at lower flat selling prices.
2) The supply of HOS flats has increased substantially
since 1982 which represented more than 50 percent of
the total private sector flats below a floor area of
69.9 metre square. In addition, the price level of
HOS flats has become even more attractive when the
land value element was excluded from the price
calculation in 1982, which now averages about 25
percent below open market value. It is therefore
not difficult to image the adverse effects that the
HOS has on the saleability of private sector flats.
This situation was most critical in 1982-1984 during
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which the market demand was exceptionally low due to
the political uncertainty over the future of Hong
Kong. The condition has however improved as
market demand began to pick up after the
announcement and signing of the Sino-British
Agreement in 1984/1985.
3) The over-supply forecasted for 1986 and 1987 and,
the anticipated drop in the take-up rate back to its
normal level as a result of the saturation of
'latent' demand in the market in 1985 will make the
effects of the HOS on the private sector to be more
apparent again in these two years.
4) The effects of the HOS on private sector residential
developments is more direct and serious in the New
Territories. The reason is because the market demand
of flats in these areas is finite and limited, and
can be easily saturated by large scale HOS projects
leaving little opportunities for the private
sector.
5) The 'unequal' base of competition from the HOS has
affected the decisions of private developers on
their pricing and development strategies in term of
choice of location, flat size and design, etc.
There is a trend for the private developers to
diversify their production: apart from producing
flats with sizes similar to that of the HOS because
there is still a sufficiently strong demand in
this market segment, developers are gradually
125




The HOS has undoubtedly contributed towards the
social stability of the community in its early stage
of introduction. It has headed-off the
destabilization of family life by satisfying the
growing aspiration of home-ownership of the
'sandwich' class, which the private sector had
shown very little interest before 1982. At the same
time, it further enhances the sense of belonging of
the community at large, which is especially
important under the political situation of Hong
Kong in the recent years.
2) Redistribution of Income
The HOS has resulted in a redistribution of income
from the rich to the poor because it contains an
element of subsidy. This has the effect of slowing
down the effects of polarization process of a
1
capitalistic society.
3) Improve Standard of Living
The HOS has improved the general living conditions
and environment of the lower income group in two
directions. Firstly, it improves the living
environment of both successful Green Form Applicants
1
M. Castells. Urban Question, 1976
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industries. However, since Hong Kong is always near
full employment level, its contribution towards the
general employment situation is not apparent.
6) Effect on Inflation
As can be seen from the objective analyses in the
last chapter, the subsidized HOS has an indirect
effect of slowing down inflation through the
suppression of the vagaries of private sector flat
price caused by speculation and the lowering of
general housing expenditure.
7) Market Intervention
It is sometimes necessary for Government to
intervene to rectify any deficiency in the market.
In this particular situation, the introduction of
the HOS has successfully filled the vacuum of
housing supply that the private sector is unwilling
or unable to produce, although this would inevitably
result some disturbances to the private sector
housing market.
8) Effect on Land Supply and Land Price
Although the HOS has taken up part of the
residential land supply, it should not create any
storage as the existing 50 hectare land supply
limition is well above the level of reasonable land
demand. As regards land price, it would not cause
noticeable effect because private developers
normally have a 'ceiling price' when bidding for a
particular site.
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(better-off rental estate tenants) and White Form
Applicants (the sandwich class from private
sector). Secondly, the heavily subsidized rental
housing units surrendered by the successful Green
Form Applicants can be re-allocated to families in
greater need, thus improving their living
conditions.
Furthermore, in meeting the competition with the
well designed HOS projects, private developers have
to supply quality buildings with better facilities
and landscaping. The overall living environment is
therfore being uplifted.
4) Increase in Market Demand
Since price is the major factor in determining the
'market demand', the subsidized price level of the
HOS flats has enable more people to become
affordable and Y has the effect of cultivating
premature market demand. The extend of the increase
in demand depends on the difference between the HOS
and the open market price levels. However, the
substantial drop of private sector flat prices
since 1982 has reduced the effect of market demand
cultivation by the HOS as more people are now
affordable to purchase private sector flats.
5) Create Employment
The HOS has increased the employment opportunities
in the construction industry and its related
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Evaluation against the Set objectives
1) Main Objectives
Since its inception in 1978 to end of 1985, a total
number of 67,587 HOS flats were sold, 42.3 percent
(28,590 units) and 57.7 percent (38,997 units) to
'Green Form' and 'White Form' Applicants
respectively. As public housing tenants are
required to surrender their existing units when
successfully purchased HOS flats, approximately
28,000 rental estate units have been re-allocated to
other families-in greater need. Therefore, up to
now,the HOS has actually benefitted more than
95,000 families by improving their living condition.
Although the take-up percentage of HOS flats by the
Green Form Applicants is only about 42.3 percent
which is below the target allocation rate of 50, VC
satisfactorily achieved its first main objective to
encourage better-off rental estate tenants to
purchase their own flats and re-allocate their
surrendered units to families in greater need.
Government however should further review the
implementation policies in attracting the Green Form
Applicants to achieve the set target.
Likewise, there is no doubt the HOS has achieved
its second objective in assisting families in the
private sector with limited incomes to become home-




It is evident that trie HOS has at the same time
accomplished the following objectives.
1) Achieved a greater social stability.
2) Enabled a quick re-cycling of government
financial resources to build an increasing
stock of housing.
3) Reduced Government's assistance in meeting the
recurrent expenditure of public rental housing
in the long run.
4) Satisfied a growing need for home-ownership.
5) Involved the private developers to participate
in the public housing programme for low income
groups through the PSPS.
On the other hand, because of the changing social
and economic conditions'since 1982, the HOS has seen
to have caused some detrimental effects to the
private sector, thus defeating its original
intention. Moreover, as private developers are
adjusting downwards their market segments and when
the affordability of prospective home purchasers has
been increased, the vacuum in the housing market
that the HOS is suppose to fill will become
gradually smaller, and will result in a severe
competition with the private sector for lower middle
income families at its present supply quantity.
130
Conclusion
It can be seen from the above summary of findings
that the Hong Kong Home Ownership Scheme has a definite
social contribution. The socio-economic achievements of
the HOS has proved that Government's decision to
establish a subsidized flats-for-sale scheme to
supplement the public rental housing programme is a
correct one. The HOS has been successful in achieving
the main objectives and most of its associated
objectives. Since its inception in 1978, some 95,000
families have been benefitted, and all sales exercises
were over-subscribed. HOS flats in suitable locations
and of suitable sizes prove to be very attractive to
prospective home purchasers.
One of the original intentions of the Scheme is to
provide reasonable sized flats at a price which is within
the affordability of the low to lower-middle income
households to satisfy their home-ownership needs. When
the Scheme was first introduced in 1978, such flats at
the lower end of the market were not available from
private developers and the objective was to fill this
vacuum in the housing market. In other words, Government
had limited the target group of the HOS to the low and
lower-middle income families who were unable to afford to
own a decent flat without assistance. The basic stance
was not to compete with the private. developers. The
development in 1982-1984 changed the situation. As a
reaction to the slack market, private developers adjusted
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their products to suit the affordability of a weak
demand, and the prices of smaller private sector flats
came within the means of some of the low and lower-middle
income families. In addition to this, the increasing
affluence of the community at a low inflation rate and
the considerable drop of mortgage rate, had further
improve the affordability of the low and lower-middle
income prospective home purchasers. As have discussed
earlier, private flats of sizes below 70 metre square are
now accessible to a much large proportion of households
in private housing. All these resulted in a narrow
differential between-the prices of HOS flats and smaller
private units. And, given the competitive edge of the
HOS and its substantial quantity of supply, the harmful
effects that the Scheme had caused on the private sector
in 1982-1984 can readily be recognized.
After weighing ..through all the findings in this
research, the authors would conclude that the HOS has a
net contribution to the community as a whole. The
promotion of home-ownership as a desirable social
objective in itself and as a means to recover heavily
subsidized public housing units from better-off tenants
for allocation to more needy families should be supported
and respected. Although there are still some drawbacks
in the implementation-of the Scheme, such as the abuse
made by some applicants, there is no doubt that it is an
unprecedent success. As regards the effects on the
private sector, the degree varies with different economic
conditions as discussed previously. It is considered
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that the undesirable impacts caused by the HOS on the
private developers in the past few years would only be
temporary, (although there are still some concerns over
the next two years as shown in the objective analyses)
and as the private sector residential market starts to
pick up, the competition between the two will gradually
be reduced. However, it must be pointed out that the
private sector housing market is affected by a
combination of many external variables, and it would not
be possible to single out the effects of the HOS because
the competition coming from the HOS is only one factor
amongst the many variables.
The housing sector, like other sectors of the
economy, is subject to cyclical fluctuations. it is
considered prudent that any short term fluctuations in
the private sector should not affect the basic principle
of public housing in providing subsidized home ownership
flats to low and lower-middle income families who would
otherwise be unable to own their accommodation in the
long run.
Future Outlook
The basic desire for home-ownership is strong
amongst households in Hong Kong. This aspiration will
increase as the community becomes more affluent. To
satisfy this home-ownership needs will not only be a
desirable social objective in itself, but will also
enhance a sense of belonging of the people in Hong Kong
which is crucial under the present political climate. As
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political consideration has now become the top priorit3
at Government's macro level, it is anticipated that the
concept of home-ownership will continue to be promoted.
On the socio-economic side, no doubt that the HOS shoulc
be continued.
Past experience indicates that the functioning of
the property market is very complex. Both demand anc
supply are highly cyclical and volatile. There is a lone
lead time between planning development and its
completion. The supply of private sector housing has
been characterized by short-term fluctuations in line
with economic and other conditions as shown in the
Objective Analyses chapter. Furthermore, the market is
also to some extent quite volatile as shown in 1982-1984
when political factors dominated. Therefore, it would be
extremely difficult to forecast accurately into the
future. Nevertheless, based upon some forecasts and
1
projections made by`hsome government departments, the
following inferences can be drawn for the next 10 years.
a) When the huge outstanding demand for public rental
housing is cleared in the middle of the nineteen-
nineties, there will be demand for upgrading housing
standard. This will further fuel the aspiration of
howm-ownership.
b) The demand for HOS flats is forecasted to remain
strong. Given the present production level of
1
Census Statistics Department, Housing Department
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10,000 units per annum, there will still be
relatively large outstanding demand even at the end
of this century.
C) Private developers are unlikely to compete
successfully with the HOS flats in the low a1d lower
middle income groups because of the relative cost
disadvantage. The private sector will eventually be
forced to change their strategies to aviod head-on
competition with the HOS. This can be done either
by pricing their flats out of the reach of the HOS
target groups in booming conditions, or refrain from
concentrating -on low-valued small flats and
diversify into the medium to large-size units
satisfying those families above the HOS Income
Limit.
Growing expectation for housing, such as largerd)
area, better quality and facilities, is anticipated
from the community beginning the early 1990's.
All these lead to a conclusion that the HOS will
still have a very important role to play in the coming
years. It is nevertheless hoped that the private sector
will gradually adapt to the competition of the HOS as
adapting to other external variables.
Given the size of the housing problem in Hong Kong,
it is considered prudent that resources from both the
public and private sectors should be directed to solving
it. The two sectors will certainly have different roles
towards a balanced development of the housing mix.
135
However, as both the public and private sectors are
complementing each other, a well defined public housing
programme in terms of target'groups and production levels
is essential to bridge the gap between demand from the




As fully discussed in the previous chapters, it is
evident that the HOS has brought and will continue to
bring desirable social contributions to the community at
large, althought there have been some negative effects on
the priate sector,,. The authors would now like to
conclude this research paper by putting forward some
recommendations for the further improvement of the Scheme
and in the hope to minimize its effects on the private
sector market. The following recommendations are based
upon the valuable opinions and suggestions made by the
interviewees, and filtered by the authors' judgement.
Production Level
Even though it may be necessary to maintain the
average target production of 10,000 units per year,
Government however should constantly review the quantity
of supply of HOS flats in any one year. The quantity
should be carefully determined with reference to the
anticipated market demand and private sector supply
situations for that period. Larger quantity should be
supplied if there is a strong market demand which the
private sector is expected to be unable to satisfy and,
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vise verse
Eligibility Criteria for White Form Applicants
The eligibility criteria should be reviewed from
time to time so that the original objectives of assisting
the genuine 'sandwich' class could be achieved.
Government when deciding whether to tighten or relax the
eligibility criteria should make reference to the actual
demand and supply situations of that period. It is hoped
that this will reduce the overlapping of target markets
with the private developers.
PSPS
Government should consider to replace HAHOS
gradually by PSPS. The justifications are firstly the
private sector can contribute more towards the housing
programme for the lower income groups, and secondly the
expertise of the private sector can be fully utilized.
Although there are certain drawbacks in the present
system of PSPS, such as the risk for Government to back
up the guarantee price, the monitoring of the standard of
development, these are only operational problems and can
be overcome by building in necessary flexibility and
imposing tighter control when defining the relationship
with the private developers.
Downward Adjustment of Target Market
Most of the HOS flats produced in recent years are
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at price levels only affordable by families at the upper
end of the Income Limit. It is considered socially
desirable for Government to target more on the lower end
of this Income Limit as there are more families at the
lower sector. The feasibility of producing more cheaper
HOS flats by lowering the standard of the units thus
reducing the costs, should be looked at.
Additional HOS Flats
At a given level of resources, in order to meet the
increasing aspiration for home-ownership of the community
in the long run, Government may consider producing
additional HOS flats, i.e. in excess of the average
10,000 unit per year, by reducing the quantity of public
rental housing. However, all of these additional units
should be reserved mainly to the public housing tenants
so as not to prejudice those families on the Waiting List
or to further compete with the private developers for
families in the private sector.
Allocation Ratio Between Green Form/White Form Applicants
The allocation ratio of HOS flats to Green Form and
White Form Applicants should be reviewed periodically.
In principle, the authors advocate the idea of higher
allocation percentage to the Green Form Applicants since
this can benefit two groups of families and is therefore
more socially desirable.
In view of the anticipated drop in market demand for
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the coming two years, Government might consider
increasing the allocation ratio to Green Form Applicants
so as to reduce the possible private sector market
intervention.
Sales of Public Rental Housing to Existing Tenants
Government may consider the proposal of selling
public rental housing units to existing tenants as
advocated by one of the interviewees. This may recover
the financial resources that Government has invested and
an increased housing stock can be produced by re-cycling
these recouped resources.
However, there are obvious administrative problems
and legal complications in the implementation.
Furthermore, its social desirability is somewhat doubtful
as this may create a polarization and segregation effects
between the poor and the better-off (those who purchased
their units) families in public housing.
The authors admit that there will be inevitable
administrative and operational difficulties and problems
if the above recommendations are to be implemented,
however, given the determination to attain a higher
A nh vPment. these difficulties are not insurmountable.
1APPENDIX I
QUESTIONNAIRE
I) Effects of HOS on the Private Sector Residential
Market
A) For Private Developers
1) Does HOS affect your sales of flat? To
what extend?
2) Does the effect confine only to flats of
certain size, type, location etc.?
3) How do you think about the trend of such
effect?
4) Does the degree of effect vary with
certain factors e.g. market climate,
location etc.?
5) Does HOS affect your pricing decision?
6) Does HOS affect your strategy of
development plan including size, location,
design, quality etc?
B) For Non-Developers
1) Do you think HOS affects the private
QPrtnr rPcidPntial market?
2) If yes, to what extend? What are the
reasons in causing such effects?
3) How do you think about the trend of such
effect?
4) Does the degree of effect vary with
certain factors e.g. market climate,
location etc.?
5) Do you think HOS affects the pricing of
private flats?
6) Do you think HOS affects the strategy of
private development?
2II) Socio-economic Impact of HOS
1) What are the social-economic impacts that HOS
has brought?





Increase in Market Demandd)
Create Employmente)
Effect on Inflationf)
Disturbance to the Free Marketg)
Waste of Resourcesh)
Recycling of Government's Resourcesi)
III) Opinions and Suggestions
What should be the role of Hub1)
How should HOS be positioned in the property2)
market?
What should be the production level of HOS?3)
,reen cxiiuHow should HOS be al Located to4)
'White' Form Applicants?
How do you think about the income limit
5)
restriction of HOS?
How do you think about the PSPS?6)
Does HOS still needed?7)
What should be the future policy of HOS?8)
Do you think that the 50 hectares limitation
9)
will affect the land supply?
Any other opinions and suggestions?10
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ii) Application and Home Ownership









Source:Hong Kong Housing Authority Annual Report
APPENDIX III
Organisation Chart Of The Estate Man ment Branch Of The housing Department
Deputy Director/Estate Management
Assistant Director/Application and Home Ownership Other Divisions
Development Application Home Ownership Agency Management
and Vetting Section Section Policy Unit
Team
Chief Housing Manager Chief Estate Surveyor
Housing Manager Senior Estate Surveyor
Estate Surveyor
i) Home Ownership Centre i) Home Ownership Scheme
ii) Letting ii) Private Sector Participation Scheme
iii) Waiting List iii) Rental Estates
iv) Rehousing








Monthly family incomePART IV




Total monthly income of all family members(HK$)
Property OwnershipPARt
(i) Do you or any other family memberlisted in Part I own, jointly ownor have an estate or interest in any property in HongKong?
Please state Yes or No
(ii) If yes, please fill in the following:-
State whether you or your family
Name(s) of Presentmembersare the owner, joint owner, Permitted user of propertyregisteredAddress of property user(state domestic or non-domestic)trustee, executor, administrator
owner(s) or beneficiary
PART VI Disabled Persons
If you or any family memberlisted in Part I of this application suffers from a serious disability, please specify the person and the nature
of the disability:
(b) Nature of disability:(a) Name: (c) Which Estate preferre
(d) Please give reason:
DECLARATION
I hereby declare that
1. All the particulars given in this Application Form are true and correct in all respects and I have not withheld any information required in this
form nor have I provided any misleading information.
2. No person listed in Part I of this Application Form is included in any other application for this phase of the HomeOwnership Scheme/Private
Sector Participation Schemeor has ever successfully purchased a flat under the HomeOwnership Schemeor the Private Sector Participation
Scheme, or the Middle Income Housing Project at Melody Garden.
3. I understand that registration fees paid are not refundable or transferable under any circumstances.
4. I understand that the Housing Authority reserves the right to reject any application.
5. I have personally checked with all persons listed in Part I of this Application Form and confirm that no one including myself:
(a) owns or is in control of or has entered into any agreement to purchase any property listed under Paragraphs 3(E) and 3(F) of the
Guide on Page 3.
(b) has at any time within 6 months immediately prior to the date of submitting this application sold any aforesaid property or disposed
of any interest therein.
6. I understand that any application which contains false or misleading information will be cancelled and any offer of accommodationmade as a
result of false or misleading information will be withdrawn, any acceptance before such withdrawal shall be null and void monies paid may beforfeited.
I accept that the decision of the Director of Housingshall be final as to whether any such statement or application is false.
%. All persons listed in Part I of this Application Formwill live together in any flat purchasedas a result of this application.
8. I understand that any person who makes any statement or provides any information to the Housing Authority in respect of any matter relating
to the purchase of a flat which he knowsto be false or misleading shall be guilty of an offence under Section 26(2) of the Housing Ordinance
and shall be liable on conviction to a fine of $200,000 and to imprisonment for one year. Whena person is convicted of such an offence in
relation to the purchase of flat by him, the court may under Section 26A of the Housing Ordinance order either (a) that the flat so purchased
be transferred to the Housing Authority or its nominee or (b) that the offender forfeit to the Crowna sumequivalent to the difference between
the purchaseprice of the flat and its full market value at the date of the conviction.
9. I also understand that where an offence under Section 26(2) of the Housing Ordinance is committed by another person in relation to the pur-
chase of flat by me, the court may under Section 26B of the Housing Ordinance also order either (a) that the flat so purchased be transferred





Private Sector Participation Scheme Phase 8A
Background
Co-operative Housing Scheme or any scheme of similar
nature or is a lessee in any Government Local Officers'1. The Hong Kong Government has established the Home Ownership
Housing Scheme andScheme and the Private Sector Participation Scheme (the
Schemes) to give public housing tenants (including prospective (G) No memberof the family has, at any time within six monthspublic housing tenants who will shortly be allocated rental units) immediately prior to the date of submitting the application,
and lower middle income families the opportunity to acquire a sold any domestic property mentioned in (E) and (F) abovehome of their own. or disposed of any interest therein.
2. (A) The Home Ownership Scheme (H.O.S.) provides for the sale May a family submit more than one application and may spouses apply
of flats by the Hong Kong Housing Authority (the Housing separately?
Authority) at controlled prices and for mortgages to be
4. (A) Only one application may be submitted by a family unitmadeavailable on special terms. during each phase of the Schemesand no individual member(B) In addition, there is a Private Sector Participation Scheme may be included in more than one application. Compre-(P.S.P.S.) under which the Government sells sites to real hensive checks will be carried out and any duplications will
estate developers who are required to build flats conforming render all applications involved null and void.
to certain specifications and price levels. Purchasers of these (B) Spouses of all married membersof a family must be includedflats will also be able to obtain mortgageson special terms. in one and the same application unless they are legally
separated.
Eligibility Criteria May previous applicants try again?
3. White application forms are for applicants whose family units
5. Applicants who are unsuccessful in obtaining a flat in any phasemeetthe following eligibility criteria:
of the Schemesmay re-apply whenever applications are invited(A) The family consists of not less than TWOpersons who form for subsequentphases, provided they meet the elibigility criteria
one of the following groups: at that time. However, no memberof a family that has purchased
i) Husband and wife a flat under the Home Ownership Scheme, the Private Sector
ii) Twoclosely related persons whoare living toether, e.g. Participation Scheme or the Middle Income Housing Project at
parent and child, grandparent and grandchild, brother Melody Garden may apply for another flat.
and sister or
(iii) Applicant and relative, if dependent on and living to- Does it cost anything to apply?
gether with applicant.
6. A non-refundable registration fee of$ 30- in the form of a
NOTE: Family members in Housing Authority/Housing crossed cheque or cashier order made payable to Hong KongSociety estates, Temporary Housing Areas and Housing Authority- must accompany each application. CashCottage Areas, who plan to split from their will not be accepted.
existing households,are also eligible.
Where and when should application forms be sent?(B) The total family income does not exceed$ 7,500 a month
provided that: 7. Forms may be submitted either by post to P.O. Box 70147,(i} Income of applicant and family members should Kowloon Central Post Office, or deposited by hand at the Home
include: Ownership Centre- on or before the closing date specified on(a) All sources of income before tax including present the application form.
salary, bonus, commission, double pay and allow-
8. On receipt of the application form and registration fee, theances whether received regularly or temporarily
Housing Authority issues a receipt to the applicant, informing him(b) Profits from business or in the form of net rental
of his registration number which should be quoted in all future(excluding the outgoings of rates, management
correspondence. Applicants who have not received a reply twofees and maintenance and repairs), interest, or
weeks after the application closing date should make enquiriesfrom other investments
without delay at the Home Ownership Centre: Tel.: 3-365103(c) Monthly pensions and
d) Rental Income frorr, subletting by applicant and
Howare successful applicants chosen?family membersas principal tenants
(ii) Any income over the last twelve months not received on 9. No priority is given to the order in which applications are received.a regular monthly basis should be converted into the A ballot is conductedin public to decide successful applicants andmonthly equivalent income when filling in Part IV of their order of priority. Results of the ballot are published in thethe application form. GovernmentGazette and such newspapers as the Housing Authority(iii) No deduction from income should be made for the may decide and are displayed in the Housing Authority andfollowing:. Housing Society estate/area offices, HomeOwnership Centre and(a) Mortgage repayments or other loan repayment
all District Offices.b) Provident Fund contribution.
10. Successful applicants are investigated and interviewed to ensure(iv) Income should exclude:
that they qualify for the Scheme.At the interview, held in order(a) Contributions by civil servants under the Widows'
and Children's Pensions Scheme of priority, applicants are required to substantiate that the parti-(b) Old age and disability allowances received from culars containedin their application formsare still valid.
Government. 11. Successful applicants and all named adult members of their
families are also required to sign a declaration form relating to(C) The applicant is at least 21 years old
income and property ownership and to give details of any changes(D) The applicant and at least one member of his family are in circumstancessince the date of application.permanent residents of Hong Kong and have lived in Hong
Kong for the previous seven years Howdo successful applicants choosetheir flats?
(E) No memberof the family ownsor has an estate or interest in: 12. Applicants who meet all the conditions are notified by letter to
i) any post-war domestic property, or go to the HomeOwnership Centre at appointed times to select(ii) any uncontrolled or self-occupied pre-war domestic their flats. These letters of notification are issued in accordance
property with the sequenceon the priority list. Applicants whofail to keep
or has entered into any agreement to purchase any property their appointmentto choosea flat will lose their priority and have
stated in (i) and (ii) above to return later, in a lower order of priority, if they wish to con-
tinue with their applications.(F) No member of the family is a member of any Government
(B) legal costs in arranging the loan to the financial institutionWarnings
offering the loan or to its solicitors.
13. Successful anplicants should note that before they are invited to
select their flats, the only paymentrequired is the registration fee
Are owners bound by any special rules?of$ 30. If applicants are approached by any person who offers to
assist their applications in return for remuneration whether in 21. Flats are sold subject to certain conditions which are largely con-
cash or kind, they should report without delay to the Police, ICAC tained in the Housing Ordinance and mainly include the following:
or the Housing Department. Furthermore, it is an offence for any
person to offer any bribe or inducement to Governmentofficers. (A) USE- each flat shall be used only for residential purposes
Any such attempt will result in the application concerned being and occupied by the purchaser and his family members
cancelled in addition to legal action which may be taken by the listed in the application.
(B) SALE- if the purchaser wishes to sell his flat it will bePolice or ICAC.
subject to the following restrictions as contained or referred
to in the Housing Ordinance:Howis the purchase price paid? (i) within the period of five years of the date of the Assign-14. (A) For H.O.S., at the time he selects his flat the purchaser must ment, he must offer to assign the flat to the Housing
make a down-payment of at least 10% of the purchase price Authoirty or its nomineeat the original purchase price,in part payment of the purchase price. The balance of the excluding interest on the price and any legal or otherpurchase price must be paid at any time before the flat is expenses incurred in connection with the purchase of the
ready for occupation. flat by the purchaser, less the amount due under any(B) For P.S.P.S., at the time he selects his flat the purchaser permitted mortgage and any other permitted deductions.
must pay a nomination fee of 10% of the. purchase price. If the Housing Authority or its nominee declines toSuch payment must be made at the HomeOwnership Centre. accept the assignment, the purchaser is free to sell theBy receiving this fee the Housing Authority or the Govern- flat on the open market after payment of an amount to
ment is not constituted the agent of either the developer or Government based on the current value of the pro-the purchaser for the sale and purchase of the flat. The fee portion of the original unrestricted value of the flat not
will be retained until the nominated purchaser has completed paid by the purchaser.an Agreement for Sale and Purchase with the developer, (ii) within the further period of five years of the expiration
whereupon it will be collected by the developer as part of the period specified in sub-paragraph (i), he must
payment of the purchase price. Whenthe flat is ready for offer to assign the flat to the Housing Authority or itsoccupation and upon execution of the Assignment, the nomineeat a purchase price related to the level of Home
purchaser will be required to pay the balance of the purchase Ownership Schemeflats being offered for sale at thatprice to the developer. time, less the amount due under any permitted mortgage
and any other permitted deductions. If the Housing
Authority or its nominee declines to accept the assign-Is co-ownership permitted?
ment, the purchaser is free to sell the flat on the open15. Co-ownership is accepted provided it is a joint tenancy between market after payment of an amount to Government as
not mnra than twn mPmhPrcf a family
mentioned in sub-paragraph (i).(iii) after the period of ten years from the date of theHowdo purchasersobtain legal title to their flats? Assignment, he may offer to assign the flat to the
Housing Authority or its nominee as in sub-paragraph16. (A) For H.O.S., conveyancing formalities are completed at the (ii), or he may sell the flat on the open market afterHomeOwnership Section of the Registrar General's Depart- payment of an amount to Government as mentionedment. The conveyancing documents consists of:
in sub-paragraph(i).i) The Agreement for Sale and Purchase
(ii) The Terms and Conditions for the Sale and Purchase of Example of the amount to be paid to Government prior to sale ofFlats
the flat on the open market, as referred to in sub-paragraphs (i),iii) The Deed of Assignment and (ii) and(iii) above.(iv) The Deed of Mutual Covenant.
(B) For P. S.P. S., purchasers will complete the conveyancing At time of purchase ($)formalities at the office of the developer's solicitor, whowill
charge nomral fees to cover conveyancing expenses. Pur- • Full market value 320,000
chasers will be given full details of the procedures whenthey 240,000 i.e. 75%of full• Purchase pricepay nomination fee for their flats at the HomeOwnership
market valueCentre. • Amount of full market value nc
l,% oI lull maIKei valuepaid by purchaserWhat are the mortgage arrangements?
At time of resale17. After signing an Agreementfor Sale and Purchase, a flat purchaser
requiring a loan under mortgage should apply to any financial cnn nnn• Full market valueinstitution on the list available from the HomeOwnership Centre.
• Amount to be paid to GovernmenAll mortgagesare offered on the following terms: (25% of full market value) 125,000(A) maximumamount of loan: 90% of purchase price or if down-
payment exceeds 10% thereof the amount of balance out- (C) UNLAWFUL ALIENATION OR PARTING WITH POS-standing SESSION- Any unlawful alienation or conveyance or pur-(B) repayment terms: 15 years (or such lesser period as the ported alienation or conveyance of any flat purchased underpurchaser may request) the Schemes or any agreement for such alienation or con-(C) interest charges: set at rates generally below open market veyance shall be void. Any person who unlawfully alienates,mortgage rates prevailing at the time of the loan and subject
conveys, purports to alienate or convey, parts with possesionto nerinic review
of such flat or enters into an agreement to do so commits an
offence and is liable to a fine of $200,000 and to imprison-18. A flat purchaser may also obtain a loan under a non-standard fir
ment for one year.mortgage from either his employer who maintains a bona fic (D) MORTGAGE- The purchaser may not mortgage the flat,staff housing purchase loan schemeor a financial institution
except as provided in paragraphs 17 and 18 above and thenother person not participating in the Scheme provided the a
only for securing the balance of the purchase price, unless-proval of the Secretary for Monetary Affairs is first obtaine (i) either:Purchasers in these cases should seek advice from the Hon (a) a period of ten years has elapsed from the date ofOwnership Centre.
the assignment to the purchaser or
(b) before that period has elapsed, the purchaser hasWhat fees are involved when completing the conveyancing formalities?
offered to assign the flat to the Housing Authority
19. The flat purchaser is required to pay: and the Housing Authority or its nominee has
declined to accept the assignment(A) normal stamp duty on the Assignment, based on the market and
value of the flat which is usually higher than the purchase (ii) the purchaser has first paid to Government the amountprice
referred to in sub-paragraph (B) above.(B) normal land registration fees for the registration of the
conveyancing documents and
(C) (i) for H.O.S., and administrative fee to cover the Registrar
General's expenses for completing the conveyancing (E) OCCUPATION- The Housing Authority is empowered to
formalities. require owners or occupiers to give particulars about the use
and occupation of the flat, and to enter and inspect the flat(ii) for .P.S.P.S., normal conveyancing expenses to the
to check such particulars. Any owner or occupier whodeveloper's solicitor for completing the conveyancing
refuses to furnish the required particulars shall be guilty of anformalities.
offence and shall be liable on conviction to a fine of $10,00020. If the flat purchaser requires a mortgage loan to finance the and imprisonment for three months. Any owner or occupierpurchaseof the flat, he is required to pay: who makesfalse statements shall be guilty of an offence and
shall be liable on conviction to a fine of $20,000 and im-(A) normal land registration fee for the registration of the
prisonment for six months.Mortgage Deed and
APPENDIX VI
Details Of HOS Flats Sold In Previous Phases
Application Gross Area
rnase Period Projects Flats Selling Price(M2)
I February 1978 Shun Chi Court, East 1,539 $80,900.004158,100.0049.1-77.9
Kowloon
Chun Man Court, Ho Man Tir. 1,800 54.1-66.5 $123, 500.00-81659 900.00
Yue Fai Court, Stage I, 1,100 42.7-46.6 $108,800.004133,500.00
Aberdeen
Sui Wo Court, Stage 1, 2,334 $100,200.004164.000.0043.5-65.3
Sha Tin
Yuet Lai Court, Lai King $90,600.00-$122,300.00704 45.7-56.2
Shan Tsui Court, Chai Wan A 1.9_dd_ 1896 $100,300.00-$114,000.00
November 1979 oYau Tong Centre, Yau Tong 44.2-64.0506 382,416.00-4159, 300.00
oChi Lok Fa Yuen, Tuen Mun 1,000 $94,700.00-3146,200.0048.162.5
II A March 1980 Yue Shing Court, Sha Tir S191,700,004251,000,00530 55.9-62.6
Sui Wo Court, Stage II, 1,167 $151,500.00-4252,700.0043.5-65.3
Sha Tin
Yue Fai Court, Stage II, 22C $182.400.00-221.700.0042.7-46.6
Aberdeen
TI B August 1980 292Tsui Yiu Court, Kwai Chung $162,700.00-3271,400.0044.8-66.7
Ching Lai Court, Kwai Chung $187,900.004237,500.0044.6-50.6970
Ting Nga Court, Tai Po $156,800.00-5209,500.00395 55.1--62.6
1,311III A March 1981 Siu On Court, Tuen Pun $170,000.00-$242,800.0051.6-62.4
Yee Tsui Court, Chai Wan 600 $229,400.00-8292,100.0048.5-54.6
Hong Tin Court, Lam: Tin $181,700.00-$303,400.00792 43.3-59.4
63.6Yee Kok Court, Stage I, $319,900.00-$375,900.00396
Sham Shui Po
December 1981 oWal ton Estate 7 Chai ,tan $168,300.00-$232,600.0043.3-52.2760
3185,700.004296,400.00III B February 194 2 On Kay Court, Stage I, 464 46.O_63.2
Ngau Tau Kok




phase Period Projects Flats Selling Price(M2)
IV A June 1982 Siu Hong Court, Stage II $137,300.00-$216,900.0046.9-64.396o
Tuen Mun
$162,300.00-3266,200.00*a6.o-61.2King Shan Court, Stage I, 528
Hammer Hill
Yue Tin Court, Sha. Tin 1,704 $143,100.00-$229,100.0047.1-64.6
Kai Tai Court, East 62.4624 $203,100.004240,700.00
Kowloon
$119,700.004141,200.00*Yuk Po Court, Shek Wu Hui 1, 248 62.2
$160,600.00-5267,300.00*IV B January 1983 King Shan Court, Stage III 1,056 46.0-63.2
Hammer Hill
$116,000.004159,100.00*1,984Wang Fuk Court, Tai Po 48.2-54.2
3201.500.00-8225.600.0062.8Yan Tsui Court, Chai Wan 304
$200,200.004370,200.00*b3-bb# Me l o dy Garden, Tuen Mun 2'240March 1983
62.21,872 $147,700.00-$180,900.005iu Shan Court, Tuen MunV A July 198 3
61.7298Yee Kok Court, Stage II, $279,900.00-3318,800.00
Sham Shui Po
$191,500.00-$254,200.00*1133'Lok Nga Court, Ngau Tau 48.6-54.6
Kok
. d2 3171,800.00-$231,000.00King Tin Court, Sha Tin 48.3-54.3
$116,200.00-$188,700.00V B February 1984 Siu Hong Court, Stage III, 1,200 46.7-64.1
Tuen T-Sun
9188.100.00-4010,000.00On Kay Court, Stage II9 456 47.5-65.1
TTgau Tau Kok
$148,200.00-3305,800.00Cheung Wo Court, Kwun Tong 46.3-63.51, 589
$114,700.00-2188,200.00*1,432Siu Hong Court, Stage IV, 46.4-63.7VI A June 1984
Tuen Mun
$98,100.00-1186,300.00*1,704Choi Po Court, Stage I, 41.9-54.3
Shek Wu Hui
2,192 $99,800.00-3223,400.00May Shing Court, Sha Tin 42.1-64.3
$156,500.00-$248,800.00194o8o Tai Po Plaza, Tai Po 41.3-53.4
$188,300.00-$340,600.00




I Phase Period Projects Flats M2 Selling Price
VII A January 10/8 Choi Po Court, Stage II, $99,400.00-$183,400.00528 41.9-54.3
Shek Wu Hui
Fung Shing Court, Sha Tin 2,448 $105,200.004186,200.0050.1-64.4
800Ching Shing Court, Tsing Yi $96,600.00-8176,100.0050.2-64.5
2103,500.00-$166,100.00*0 Prime View Garden, Tuen Mun 1,520VII B March 1985 42.4-52.9
800o Holford Gardens, Sha Tin $164,200.00-3267,100.0042.9-53.1
$180,900.00-3320,900.00*600o Sun Lai Garden, Ngau 41.5-54.0
Chi Wan
o Greenwood Terrace, Chai Wan 2? 100 $229,000.00.4406,900.004.1-31.3
o Neptune Terrace, Chai Waa 62.7-91.8 $272,700.00-$450,500.00VII C July 1985 978
1,120Siu Hei Court, Stage I, S81,loo.oo-5163,800.0042.9-52.7
Tuen Nun
1, 680Ming Nga Court, Tai Po $101,400.00-58217,000.0042.5-55.1
3183,200.00-3337,100.001,460III A November 1985 oSun Hing Garden, Tai Po 45.1-63.7
1,120Ching Wah Court, Stage I, 3116,800.00-3246,100.0042.4-54.9
Tsing Yi
S82,600.00-3170,200.00*1,080Siu Hei Court, Stage II, 42.9-52.7
Tuen I1un
0150,000.00-8200,000.0042.9-52.72,800Tin Ma Court, Central
Kowloon
o Private Sector Participation Scheme
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